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Conference 


House 


Sane of @ 
Momentous Meeting 


‘Good claret, good bread, cold ham, tongues 
and mutton” were served by Admiral Lord 
Howe when three Signers of the Declaration 
of Independence visited him on September 
11, 1776. ‘The occasion, however, was not a 
cial meeting, but the first peace confer- 
ence of the United States, arranged by the 
British in the hope of ending the Revolution. 

The meeting place was the home of the 
Sillopp family on Staten Island in New York 
harbor. The three Signers whom Congress 
authorized to hear Admiral Howe’s propo- 
sition were Benjamin Franklin, John Adams 


The three American delegates hear Howe's ultimatum 


and Edward Rutledge. Despite the gravity 
of the situation, all three committeemen 
conducted themselves with the utmost good 
nature and parried Howe’s remarks with 
witty rejoinders which evidently baffled him. 
When he declared that if America were to 
fall, “I should feel and lament it like the loss 
of a brother,” Franklin replied with a bow 
and a smile, “We will use our utmost en- 
deavors to save your lordship that mortifica- 
tion.” The admiral completely missed the 
point. 

The conference soon ended, for Admiral 
Howe’s basis for peace was the colonists’ 
abandonment of independence, while the 
delegates emphatically refused to consider 
such terms. 

Built before 1688, though the exact date 
is unknown, the Billopp house was old even 
at the time of the conference. The property 
was granted in 1676 to Christopher Billopp, 
captain in the British Navy, and remained 
in his family’s possession for many years. 

When the British occupied Staten Island 
during the Revolution, the house was owned 
by Colonel Christopher Billopp, the cap- 
tain’s great-grandson, and was being used 
as a barracks at the time of the peace con- 
ference. Suspected of Loyalist sympathies, 
Billopp was twice taken from his home and 
temporarily put in irons. On one of these 
occasions, after watching him through a 
spyglass from a church steeple in nearby 
Perth Amboy, a band of patriots rowed 
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This old print, showing rear view of the house, 
15 evidence that restoration was highly necessary 


across and took him captive. 

Fortunately, the thick fieldstone walls of 
the Conference House have withstood the 
ravages of time and mistreatment, and it 
has been restored through the generosity of 
various organizations and private donors. 
It is now owned by New York City and is 
maintained by the Conference House 
Association as a memorial to the three com- 
mitteemen and their re-affirmation of the 


Declaration of Independence. 
* * * 


The Home, through its agents and 
brokers, is America’s leading insurance 
protector of American Homes and the 
Homes of American Industry. 


x THE HOME * 
SPrsurence Conpany 


Home Office: 59 Maiden Lane, New York 8,N.Y. 
FIRE ° AUTOMOBILE ° MARINE 


The Home Indemnity Company, an affiliate, 
writes Casualty Insurance, Fidelity & Surety Bonds 





Editorial 


Dear Mother, 


OMEHOW I feel that even though you do not get this letter God 
will give you my message on this Mothers’ Day and put my love 
in your heart. All through these years I have thought lovingly of 
you and my family. All through the years I have had the constant fear 
that I would never see you again. All the agony, all the misery which is 
the lot of a slave laborer is not as torturing as that fear. If only I could 
hold you in my arms once again, all the suffering would seem trivial. 
Even here in the cold and darkness of Siberia it is the thought of you ( 
and your love which has given me the strength to endure. 
You know, Mother, how much I hated to go to war, but what else 
could I have done? I prayed every night that I could come back to 
you soon. I didn’t care what awaited me once the war was over, for I 
would be back with my family and we could start rebuilding again 
together. 
Then one day the glorious news came—the war actually had ended. 
This was the dreamed-of day, I thought. But no. Apparently I should 
have been a little less critical of how our country was being run. I 
should have known that our old freedom of speech had been taken from 
us. Anyway, here I am wondering if you are still alive, if I will be alive 
tomorrow myself. 
Mother, I pray every day that the people in the countries which still 
know the joy and sanctity of a family will force our freedom. Unless 
they do, our captors, who spurn God and think and do only evil, will 
keep us in slavery till death. We are so many, from so many countries, 
but we all have the same desperate hope—that some day we may go | 
home. Thank God there are still people to whom Mothers’ Day is still 
real. We pray that those who are blessed to enjoy it may help us to have 
a real Mothers’ Day, too. 
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SHOULD REGULATION W BE 


HEN an economy reaches 
the stage where it has a 
surplus of production over 


immediate survival wants, it employs 
that surplus in the output of durable 
goods. In the first instance, these 
goods are more largely produc- 
ers’ items. When development has 
reached the point where the stock 
of producers’ wealth is reasonably 
ample, the surplus tends to be com- 
posed increasingly of consumers’ 
goods. We can generalize this ob- 
servation by saying that advance in 
the standard of living of the people 
generally finds more and more ex- 
pression in the possession and enjoy- 
ment of durable goods. 

In addition, their unit costs are 
high; and instalment credit financ- 
ing is often required for their pur- 
chase. Durable goods are capable of 
a long span of service, and users can 
postpone replacement or purchase 
for an indefinite period. In addition, 
their unit costs are high ; and outside 
financing, usually through credit, is 
often required for their purchase. 
Durable goods demand tends to be 
unstable because of changing em- 
ployment and credit conditions or 
because of the psychological whims 
of buyers. This instability of dur- 
able goods demand transmits itself 
into general instability. We can ac- 
cept as a virtual truism that the 
richer a nation is in its stock of 
durable-goods, the more unstable its 
economy is likely to be. 


HESE broad observations about 
the role of durable goods in eco- 
nomic stability are not without their 
relevance to our subject of discus- 
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EXTENDED BEYOND THE 


Yes, It Should 


by R. M. EVANS 


Member of the Board of Governors, Federal Reserve System, Washington 


sion. The Congress in the Employ- 
ment Act of 1946 declared that “it is 
the continuing policy and responsi- 
bility of the Federal Government 
. . . to promote maximum employ- 
ment, production, and purchasing 
power.” If this policy is to be 
carried out, we shall have to solve 
the problem of unstable durable 
goods demand and output. 

Instability in this area, it is true, 
has not been a problem since before 
the recent war; but we have been 
passing through a wholly abnormal 
period of war and postwar pros- 
perity. We would be very foolish 
indeed if, on the basis of so excep- 
tional a period, we should discard 
one of the well taught lessons of 
economic history. If we are to make 
progress towards greater economic 
stability, we.need to keep firmly in 
mind the sources of instability that 
have been made plain to us through 
painful experience. 


HIS problem of unstable durable 

goods production is of vital im- 
portance to all of us. We have at- 
tained riches unrivaled by any other 
civilization the world has ever 
known. Our vast wealth is more 
widely shared than has been true of 


any other economy. We have de- 
veloped mass production of con- 
sumer durable goods and we have 
invented and developed a financing 
mechanism—instalment credit—for 
the mass distribution of such goods. 

It can be said fairly, I think, that 
without instalment credit, the mass 
distribution of durable goods would 
not have been possible. It can also 
be said in all fairness that if our 
mass-production economy is to sus- 
tain its expansive character, we will 
need to have concurrent expansion 
of consumer instalment financing. | 
mean this, of course, as a long-run 
trend. Accompanying these trends, 
there was a marked liberalization of 
instalment credit standards. 

I regard the consumer instalment 
credit problem in the short run as 
one of instability because of its re- 
lationship to durable goods sales and 
because that is what the record 
shows. Instalment credit has re- 
flected wide swings accompanying 
business fluctuations ever since We 
have had a fairly good record of its 
volume. This is not to argue that 
instalment credit has been the sole 
or even the major cause of those 
swings, but merely to assert that it 

(Continued on page 23) 
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These two short statements are excerpts from 
addresses delivered by the authors during the 


National Consumer Instalment Credit Confer- 


ence of the American Bankers’ Association in 
St. Louis on March 29 and 30. 


JUNE 30th DEADLINE? 


No, lt Shouldn't 


by EVANS WOOLLEN, Jr. 


Chairman of the Board, Fletcher Trust Company, Indianapolis 
President of the American Bankers’ Association 


ITHIN recent years, the 
tremendous economic sig- 
nificance of consumer 


credit has come to be more fully 
recognized. Its stimulus to con- 
sumer purchasing power has been 
stressed. Its heavy contribution to 
widespread distribution of a large 
volume of consumer goods is now 
more fully understood. Its aid in 
creating broader markets for the 
products of industry and to sustain 
production and employment is more 
greatly respected. Mass production 
is essential in achieving and main- 
taining a high standard of living. 
The possibilities of mass distribution 
on the scale demanded by the Amer- 
ican standard of living would be 
greatly weakened without the in- 
vigorating flow of instalment credit 
for the consumer. 

The vital concern today of govern- 
ments the world over, other than the 
prevention of war, is the elevation 
and maintenance of the standards of 
living of their peoples. We here in 
the United States, our present com- 
paratively high living standard not- 
withstanding, are equally concerned 
With maintaining that standard and, 
if possible, advancing it. Wide ad- 
ministration of instalment credit by 


lenders and a sound attitude on the 
part of regulatory agencies of gov- 
ernment with regard to this credit 
are therefore an economic indis- 
pensable. 


I am aware, as you are, that 
threats of some degree of economic 
stress have appeared on the horizon. 
We have heard the ominous predic- 
tions of those who view the future 
with pessimism. We have also heard 
the more optimistic expressions of 
some who do not envision the pos- 
sibility of a serious recession. I do 
not wish to, nor do I, assume the 
role of an economic prophet. I do 
believe, however, that we all must 
face the economic realities that are 
evident at the present time. 


HESE are the facts as of now: 

There has been a modest decrease 
in employment during the past four 
months. There has been a compara- 
tively slight lessening of the total of 
industrial production. The volume 
of all retail sales, but particularly in 
soft-goods lines, has declined from 
its high of more than a year ago. 
The public has increased the portion 
of its expendable income that it puts 
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into thrift accounts and other forms 
of saving, and thus it is spending 
less. Business men also have been 
increasing their cash reserves. Their 
buying and inventory policies have 
become somewhat more cautious, at 
least for the present. Most durable 
goods, particularly household items 
such as refrigerators and washing 
machines, are available without de- 
lay. The majority of automobiles, 
particularly those in the higher price 
groups, are available for immediate 
delivery. Capital investments of busi- 
ness and industry so far this year 
are slightly below those of a year 
ago. 

All of these facts do not add up to 
a conclusion that further recession 
or a depression of sizable propor- 
tions is necessarily in the offing. 
They by no means warrant misin- 
terpretation into a foreboding pic- 
ture of the business picture. 


HERE are offsetting factors 

which may ultimately dominate in 
shaping a more optimistic trend for 
business. During the first quarter of 
this year, the Federal Government 
withdrew many billions of dollars in 
taxes from the channels of business 
and consumer spending. During the 
remaining three-quarters of the year, 
this will be reversed. The govern- 
ment’s expetditures will exceed its 
revenues by several billions, and they 
may serve to stimulate business 
again. Moreover, the government’s 


outlays during the coming year for 
European relief, and rearmament in 
particular, may possibly give rise to 
future capital outlays by business for 
plant and equipment. This would, of 
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course, be reflected in the total vol- 
ume of business and employment. 
The American people have liquid 
assets, a large part of which are 
readily available for spending, that 
are greater than those of any pre- 
vious period in history. The im- 
mediately available assets of consum- 
ers exceed $100-billion. 

The salient point of all these facts, 
irrespective of whether each of them 
individually contributes to economic 
expansion or recession, is that busi- 
ness is dynamic. It is not static. 
Business conditions of yesterday, to- 
day, and tomorrow justify neither 
optimism, nor rigid complacency, nor 
pessimism. Instead, they call for a 
high degree of alertness, flexibility, 
and adaptability of both policies and 
practices in instalment credit lend- 
ing as well as in every other phase 
of banking, business, and industry. 


ROM this fact, two conclusions 

can be drawn. First, instalment 
credit institutions are obliged to 
come to the fullest realization that 
instalment operations must be keyed 
to satisfy the legitimate needs of bor- 
rowers and the general public alike. 
The American people want and need 
credit in satisfactory amounts on 
reasonable terms. At the same time, 
instalment credit must be made avail- 
able in the light of a realistic ap- 
praisal of business conditions as they 
exist, the effect of the credit on 
business in general, and the sound- 
ness of each and every individual 
loan from the viewpoint of the tra- 
ditional rules of credit. 

Those rules embrace the financial 
responsibility of the borrower, the 
length of life of the loan, the bor- 
rower’s equity, and the value of the 
collateral. A loan made in response 
to a genuine credit need may also be 
economically desirable as a business 
stimulant; but if it violates the fun- 
damental rules of credit with respect 
to equity, terms, or collateral, it has 
no justification. 


‘4 is precisely within these con- 
siderations that instalment credit 
lenders will be called upon to make 
their decisions in the year that lies 
ahead. They will be confronted with 
a substantial volume of demand for 
needed instalment credit; they may 
have every broad and general eco- 
nomic justification for the loans ; but 
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they will be required to exercise the 
soundest possible judgment as to the 
equity and terms of each and every 
instalment loan they may make. 

This statement is not a random 
generalization. It is a specific point 
of realistic fact that as equity re- 
quirements shrink and loan terms 
are lengthened on instalment credit, 
loss ratios rise. This has been true 
throughout the history of instalment 
lending, under both good and poor 
business conditions. Losses on sour 
loans are painful and costly to the 
lenders ; but they are losses not only 
to the lenders, but to the economy 
as a whole. That is a fundamental 
concept of all types of credit, 
whether the loans are made by pri- 
vate institutions or by government 
agencies. It is a lesson the nation 
might well study again. 


HE second conclusion to be drawn 

from the fact that alertness and 
flexibility are indispensable to a 
sound instalment credit policy today 
is that the Federal Government 
ought to do its utmost to create con- 
ditions in which flexibility can really 
be exercised by instalment credit 
lenders. 

Government regulation in this and 
almost every other field is conducive 
to rigidity that can prove to be eco- 
nomic rigor mortis. Regulation 
freezes the normal adaptability of 
credit. It puts all borrowers, all 
loans, and all lenders on the same 
rigid platform, regardless of the 
merits and conditions of every in- 
dividual situation. 

This is the fundamental reason 
why the American Bankers Asso- 
ciation opposed the restoration of 
Regulation W. It is the reason the 
Association still believes the law un- 
der which the Regulation is adminis- 
tered should be allowed to expire. 
Our entire experience under the 
regulation has been that maximums 
become minimums, that administra- 
tively prescribed equities and terms 
become fixed equities and terms. No 
agency of government, no matter 


CONVENTION 
NEWS AND PICTURES 
WILL APPEAR IN 
NEXT MONTH'S ISSUE 


how great its knowledge, can wisely 
determine what terms are best for al] 
borrowers, all lenders, and all eco. 
nomic conditions. 

Nevertheless, Regulation W is an 
actuality. So are the modifications 
of the regulation which were an- 
nounced by the Board of Governors 
of the Federal Reserve System in 
March. It is also a reality that ex- 
tension of the law beyond June 30 
next will be pressed upon Congress, 
Our road ahead is clear ; we have an 
obligation to continue administering 
credit in the light of the needs of 
the borrowers, the status and wel- 
fare of the economy, and the sound- 
ness of the terms and conditions of 
every individual loan. That is a 
statement of the case, and not an 
over simplification. 


HESE are the broad policies 

which have been developed by the 
American Bankers  Association’s 
Committee on Consumer Credit. I 
personally endorse these policies be- 
cause I believe them to be conducive 
to the welfare of the banks, the 
soundness of the credit structure, 
and the best interests of borrowers 
and the public. Our responsibilities 
as bankers have been broadened dur- 
ing this generation to include the 
concept that every loan must be to 
the advantage of the borrower and 
the public, as well as that of the 
lender. 

In fulfilling this obligation, we are 
obliged to grant credit and also to 
withhold it, or to modify its terms, 
in the light of present facts and the 
future financial welfare of the bor- 
rower. Our task is to assist people 
to manage their burdens of debt, not 
to acquire them. 

In that principle lies an important 
contribution to the ultimate welfare 
and security of banking, and to the 
continuation of the enterprise eco- 
nomy. Business, industry, banking, 
and consumers can, by accepting the 
responsibility of wise individual eco- 
nomic policies and practices, attain 
the benefits of freedom and avoid 
the inhibiting hand of the managed 
economy. Toward this end, toward 
the attainment of a jointly conceived 
freedom and responsibility, our road 
ahead must lie. It is not an easy 
road, but it is the only one which 
can safely take us to our goal of a 
vital, productive nation. 
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ecutive Branch of the Federal 

Government in February in- 
creased by 2,170. The total employ- 
ment for the month was 2,104,979, 
according to the monthly statement 
of the Joint Committee on Reduc- 
tion of Nonessential Expenditures. 

Civilian employment by the Na- 
tional Military Establishment for 
February totaled 894,737—a net in- 
crease of 58,000 since February 
1948. The February 1949 increase 
was 2,553. This was partially off-set 
by a decrease of 383 in the civilian 
agencies of the government. 

In addition to the Military Estab- 
lishment there was an increase of 
2,287 in the Treasury Department 
and lesser increases in 24 other agen- 
cies. 

Principal decreases were reported 


(ext personnel in the Ex- 





And Still They Keep Going Up 


by the War Assets Administration 
which is in liquidation and the Vet- 
erans Administration. In addition 
to these decreases there were lesser 
decreases in a score of other agen- 
cies. 

Civilian employment inside con- 
tinental United States decreased by 
170 during the month and outside 
continental United States it in- 
creased by 2,341. 

These figures were revealed re- 
cently in the month check of civilian 
employment in the Executive Branch 
of the Federal Government compiled 
by the Joint Committee on Reduction 
of Nonessential Federal Expendi- 
tures. 


Personnel by States 


In addition to the usual break- 
down of civilian employment the 


The Government is today employing 2,100,000 persons. According to 
the report of the Task Force on Federal Personnel, the Federal Civilian 
Establishment was expanded from 900,000 people in 1939 to 3,700,000 in 
1945. In the year 1943 new appointments reached the staggering total of 
over 2%4 million. Since 1945 the Government has released, or lost, 3,900,000 
employees, and hired 2,800,000. 

Assuming there are 150,000,000 people in the United States and 2,100,000 
are Civilian Government Employees, there is one Government employee for 
every 75 citizens. In other words, 75 of us, including women, small children, 
and babies, are supporting one Government employee. 

Assuming that a Government employee is receiving an average salary of 
$3,400.00 per year, of which your share, as an individual, is about $45.00 per 
year, and you have a family of five, your share of the employee’s salary is 
$225.00 per year. 

Is there any wonder our National Debt per average family has increased 
from about $500.00 to about $7500.00. 

Of the 2,100,000 Federal employees, 1,794,000 of whom are in the Con- 
tinental United States, only 201,227 are located in Washington, D.C. The 
rest of them, approximately 90 per cent, are in your State, my State, and 
the remaining 46 States. 

It probably will be interesting to you people of California to know that 
your good State has 191,841 Government employees. There has been an 
increase of 114,771 since 1941. The taxpayers in Pennsylvania are support- 
ing 105,486 Federal employees—or double the number in 1941. Deep in 
the heart of Texas are 78,225 Government employees, just 53,541 more than 
there were in 1941. There are 76,906 tax eaters galloping around in the 
Buckeye State. 

I don’t know how you feel about it, but it seems to me that one free 
rider for every 75 citizens is a little on the heavy side, and while, as stated 
in the February report of the National City Bank, this problem of employ- 
ment is an ideal system for the tax eaters and those who wish to keep them- 
selves attached to the perpetual public teat, it is bad for those who have to 
pay the bill. That is why I say the Government should put its House in order. 

—Roy C. Haberkern, Vice-President, R. J. Reynolds Tobacco 


Co., speaking at the third annual joint meeting of credit, sales 
and purchasing executives in Los Angeles, March 10, 1949. 
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Committee this month included also 
a breakdown of civilian employment 
by the various agencies of the gov- 
ernment showing the number of em- 
ployees in each State of the Union 
and the District of Columbia as of 
December 1948. This breakdown 
was compiled as of this month by the 
United States Civil Service Commis- 
sion, It shows that the state of Cal- 
ifornia is running a close race with 
the District of Columbia in the num- 
ber of federal employees. As of De- 
cember the federal executive agen- 
cis were employing 206,014 people 
in the state of California as com- 
pared with 210,629 in the District 
of Columbia. 

The number of employees in New 
York State ranked next with 181,- 
110. Outside of the District of Co- 
lumbia Pennsylvania was the third 
ranking state in terms of federal em- 
ployees with 111,158. Illinois was 
fourth with 97,742. Delaware was 
forty-eighth among the states with 
1,765 federal employees. 

In the field the Post Office and 
the Veterans Administration as a 
rule were the largest employers of 
federal civilian personnel, with the 
Military Establishment employing 
large numbers in certain states. 


Tax Settlement 


Board Urged in 
New House Bill 


A bill has been introduced in Con- 
gress by Rep. Wilbur D. Mills (D., 
Ark.) which provides for the set- 
ting up of a “Tax Settlement 
Board”. This board would consist 
of 25 members who would hold hear- 
ings at various points throughout the 
country at which the small taxpayer 
who felt that he had been over- 
assessed could air his complaint 
without the expense of going to 
court. 

With the tax courts jammed and 
the expense of litigation so heavy # 
has been felt for many years that 
the “little man’ had to take the 
assessor’s ruling because he couldn't 
afford to do anything else. Under 
the tax settlement board set-up, it 
would not be necessary for the tax- 
payer even to hire a lawyer if he did 
not want to do so. 





Life Insurance 


and the Cs of Credit 


ANY writers have sailed the 
M C’s of credit. Some have 

navigated only the custom- 
ary three C’s: character, capacity, 
and capital. Others have plowed 
through a fourth one: conditions. 
So were it not for the fact that in 
this article life insurance is to be 
used as the craft, there would be 
nothing new in cruising these C’s 
again. 


EBSTER defines character as 

“the estimate put upon a per- 
son— ; reputation ; repute. A descrip- 
tion or detailed account of the quali- 
ties of a person. Moral vigor or 
firmness, especially as acquired 
through self-discipline.” Obviously, 
then, the purpose of a character in- 
vestigation in credit analysis is to 
determine the willingness and deter- 
mination of a debtor to pay his ac- 
count when it falls due. So it fol- 
lows that if all other factors are 
favorable, then credit will be ex- 
tended if the character investigation 
reveals an honest applicant. 

One contingency which is often 
overlooked in a character credit is 
the effect of the death of the debtor 
upon the payment of the account. 
The character of a dead man cannot 
be relied upon to assure payment. 
Character dies with the debtor un- 
less he has made some definite ar- 
rangements to pay the debt upon his 
departure. 

The creditor cannot safely rely 
upon the general estate of the debtor. 


by ROBERT I. MEHR 


Department of Economics, University of Illinois 


Estates shrink at death by the costs 
of dying which include taxes and 
last illness expenses. In many cases 
the bulk of the estate that the aver- 
age man leaves is in life insurance 
payable to named _ beneficiaries. 
These life insurance proceeds as a 
general rule are exempt from the 
claims of the creditors of the insured. 

So in investigating the character 
of a prospective debtor, it may be 
well to investigate the character of 
the estate. Will it be willing and 
prepared to pay off the account? 

Perhaps the surest method of pro- 
tecting a character credit against loss 
resulting from the death of the 
debtor is through the use of life in- 
surance. For example, to protect a 
credit of $1,000 the creditor can ask 
the debtor to insure his life for 
$1,000. The policy can then be as- 
signed to the lender as his interest 
appears. If the borrower dies before 
the debt is paid off then the proceeds 
of the life insurance policy will be 
applied to retire the debt. 


bar cost of life insurance to pro- 
tect a character debt is relatively 
low. Using for example 5-year re- 
newable non-participating term rates, 
the cost of $1,000 protection at age 
35 is about $8.00 a year. This is an 
annual cost of less than 1% of the 
face of the loan. In fact the annual 
cost of a 5-year renewable term 
policy does not exceed 1% of the 
face of the contract until the bor- 
rower reaches age 40. It does not 


pass ra 7. until the borrower passes 
age 50. It would cost more, of 
course, to protect the debt with con- 
tinuciis premium whole life insur- 
ance ‘or then insurance is granted 
for. ie entire life of the insured 
rat!* # than for a limited period. Also 
cai values o1 considerable size are 
ac pon ‘through whole life 
pa isles . 
: 4 _typical non-participating con- 
f “ous- prem.um whole life policy 
£2 "$1,000 at age 35 would take an 
aal premium of around $22. At 
, * 40, the cost would be over $26. 
, age 50, the annual cost would be 
se to $40. Unless the borrower 
Wis shes permanent insurance protec- 
tia or for some reason desires to 
ui.ld up a cash reserve through life 
i isurance, a renewable term policy 
piovides the most economical method 
.. protecting the character loan. 
If a borrower wants to build up 
‘ fund to pay back a loan whether 
_¢ lives or dies, then the endowment 
-olicy is attractive. A $1,000 loan 
cue in 20 years can be protected at 
«ge 35 by a 20 year endowment 
1 volicy for around $48 annually on a 
‘non-participating basis. At age 40, 
the cost would be around $49. At 
age 50, the cost would jump to 


around $55 annually. 


The amount of life insurance 4 
person has is often taken into con- 
sideration in analyzing his character. 
A man who makes plans for the 
financial protection of his family in 
case of his premature death and for 
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his own retirement generally is con- 
sidered a better credit risk. He has 
the foresight and determination 
which should also cause him: to plan 
for the financial security of his cre- 
dit. He has the ability to budget his 
expenditures and is apt to be a con- 
servative credit risk. 


EBSTER defines capacity as 

“ability; as capacity to pay”. 
Willingness or determination to pay 
is not enough. The debtor must also 
have the ability tospay. The ability 
to pay depends ‘n-part upon earning 
power. The earning power of any 
individual depends upon his con- 
tinued life. The death of the debtor 
may destroy the capacity to pay un- 
less that death .tself creates a suffi- 
cient fund throu: h life insurance to 
retire the debt. 

In extending credit to business 
establishments, credit managers do 
well to consider the personnel. In 
many cases, creditors and lence ’s are 
usually more aware of the impertance 
of key personnel to the fir ncial 
standing of the business than 3; the 
business itself. Many credi men 
have. extended credit to b_ iess 
firms not because of, the bu ss 
itself but because John Jone. 5 
president ...orproductionms fr 

. or sales manager. Yet - a 
great many cases, the same cr. ‘t 
men fail to insist that these key, 1 
be insured against death. 

This is strange, for credit .en 
would not think of taking collat@*}I 
to secure a loan without insuring “he 
collateral against loss by fire 1 
theft. Yet, when the capacity of “:- 
tain men is accepted as a prima’ 
basis of credit, they allow the dea-h 
of these key men to go uninsuréc, 


HE need for life insurance 1 

protect a capacity credit perhaps 
is more important in the sole pré- 
prietorship than in any other form 
of business organization. When the 
owner of a sole proprietorship dies, 
the business generally is terminated. 
In many cases, this will mean force? 
liquidation or sale of the business at 
perhaps an unfavorable price. In- 
surance on the life of the sole pro- 
prietor payable to his estate may be 
necessary to provide sufficient cash 
to meet all of the debts of the busi- 
ness. The value of a business with 
the owner living generally far ex- 
ceeds its value with him out of the 
Picture. Life insurance becomes 


necessary to offset the difference. 
The nature of the average sole 
proprietorship is such that much of 
its value as a going business is 
traceable to the proprietor. The 
business is successful because the 
sole proprietor has made it that way. 
Those upon whom a sole proprietor- 
ship depends for normal operating 
credit should be aware of the possi- 
ble adverse effect on the business of 
the death of its sowner. Life insur- 
ance protection against these possi- 
ble ill-effects may have .a healthy 
influence on the credit position of 
the average business. 


EBSTER definites capital as 

“a stock of accumulated 
wealth; specifically: the amount of 
property owned by an individual or 
corporation at a specified time, as 
distinct from the income received 
during a given period. An aggrega- 
tion of (economic) goods used to 
promote the production of other 
goods, instead of being valuable sole- 
ly for immediate enjoyment.” 

It is expected that debts will be 
paid off out of income—not capital. 
Capital is liquidated to retire debts 
only in emergencies. But capital is 
important in producing the income 
necessary to debt repayment. A 
business without adequate capital is 
considered a poor credit risk. A 
business with sufficient capital, other 
factors favorable, is considered a 
good credit risk if this capital is 
properly protected against loss. 

Most business men do not neglect 
to insure their capital against loss 
from fire, liability, and dishonesty. 
But they are careless about insuring 
against loss resulting from death. 
This oversight arises chiefly from 
the lack of an understanding of the 
effect of death upon the capital of 
a business. 


HE effect of the death of an 

owner of a firm on the business 
capital is best illustrated with a part- 
nership or close corporation form of 
ownership organization. 

When a partner dies, the business 
entity ceases to exist. The death of 
a partner operates as a dissolution 
of the partnership business, not only 
with respect to the deceased partner 
or his estate, but with respect to all 
the partners. Surviving partners are 
prevented from entering into any 
new contracts or obligations on be- 
half of the firm. They cannot bor- 
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If the key-man dies, what then? 


row money, buy new stock or equip- 
ment, or engage in any activity ex- 
cept those ‘incidental to liquidation. 
Literally then, a partner may be in 
business one day and find himself 
locked out of his own business the 
next. 

Thus, when a partner dies, the 
partnership must be either liquidated 
or reorganized. Unless the partner- 
ship is a family affair and the sur- 
vivors are heirs of the deceased, re- 
organization may present a serious 
problem. On the other hand, how- 
ever, forced liquidation may mean a 
serious shrinkage of capital value. 


T is to the interest of credit men 
to satisfy themselves that the death 
of one of the partners will not cause 
a withdrawal of that partner’s capital 
out of the business and thus weaken 
its financial position. 

There are several ways in which 
the capital might remain in the busi- 
ness. The surviving partner may 
take in the heirs of the deceased 
partner. Actually the heirs will rare- 
ly want to enter the firm. Usually 
they will have no business experience 
and interest in business. The heirs 
want the cash value of their interest. 
On the other hand, the surviving 
partner rarely will want to accept 
these heirs in the business. The re- 
lationship in a partnership is so per- 
sonal that the members wish to select 
their own partners. 

The heirs may’ sell their interest to 
a third party who may be taken into 
the business. The surviving partners 
may not wish to accept these out- 
siders. An individual generally is 
particular in his choice of a partner 

(Continued on page 22) 





counts receivable were handled 

by a machine bookkeeping sys- 
tem consisting of two posting ma- 
chines with a present replacement 
cost of about three thousand ($3,- 
000.00) dollars each. Three girls 
with assistance from others at peak 
periods were required to operate the 
system. 

The procedure used by us was one 
probably quite orthodox to the sys- 
tem. Posting copies of sales invoices 
were first machine distributed by 
product, freight, excise tax, etc. on 
wide journal sheets after which in- 
voices were machine posted to ledger 
and statement simultaneously. Han- 
dling of credit memorandums was 
identical. Payments by customers, 
which in our case are more than 
99.44% checks, were first compared 
with the ledger to determine con- 
formity with charges and ascertain 
cash discount and other allowable 
deductions. Payment details were 
penciled on remittance advices and 
then journalized by machine on cash 
journal sheets requiring typing of 
customers’ names and having col- 
umns for amount of credit to ac- 
count, cash discount, other allow- 
ances and a final column being the 
net cash received. A carbon copy 
of the final column constituted the 
bank deposit ticket. Posting to led- 
ger card and statement was from 
the cash journal sheet. The machines 
emitted a proof sheet to prove cor- 
rectness of posting. 

Credit approval was initialed on 
customers’ orders by the credit 
manager. His bases of approval 
were rating books, credit reports, 
not the least of which were Inter- 
change Reports, memory knowledge 
of customers, references to ledger 
cards and copies of customers’ state- 
ments past due as of the last day of 
the previous month. Collection fol- 
low-up was done from the aforemen- 
tioned copies of statements of cus- 
tomers having past due balances. 


Penn to June 1, 1948 our ac- 


UR office space was (and still 

is) inadequate to obtain effi- 
cient production. Lack of space re- 
quires that employees sit too close 
together to do their best work. 
Noise of the office machines further 
interferes with concentration efforts. 
Analysis of our previous accounts 
receivable procedure by the writer 
led to the feeling that some of the 
clerical detail could be reduced ; that 
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The Success Story of 


A LEDGERLESS 


by ERVEN H. LICHTENBERG 


Assistant Secretary 
Clayton and Lambert Manufacturing Company, Louisville 


items should be handled faster and 
at less cost ; that benefit would result 
if references were direct to original 
items rather than through ledger 
postings; that reduction or elimina- 
tion of posting machine noise would 
increase office efficiency and that a 
saving of space used by accounts 
receivable might be accomplished. 

With the foregoing conclusions as 
to needs in mind and a native in- 
quisitiveness displayed at office ma- 
chine shows and displays, the writer 
came to the conclusion that the ac- 
counts receivable procedure which 
we now use seemed most nearly to fit 
our requirements of all those in- 
vestigated and considered. It is most 
certainly a definite and considerable 
improvement over our previous sys- 
tem in attaining the purposes of our 
operation. 


HE accounts receivable proce- 

dure presently being followed by 
us might in theory be called a throw- 
back to the system used by the corner 
grocer years ago wherein a sale on 
credit was recorded by spindling the 
sales slip and when paid taking the 
slip off the spindle and ringing the 
cash register for the amount of cash 
received. The grocer ascertained his 
accounts receivable balance at any 
time by merely adding the slips on 
the spindle. 

Our system is similar in that a 


copy of the invoice mailed to our 
customer is filed in a pocket bear- 
ing his name and when his check is 
received in payment the invoice copy 
is stamped paid and filed alphabeti- 
cally in a paid invoice file with the 
same customer’s other paid invoices. 

Twenty-three of these pockets are 
fastened vertically on a metal panel 
so that the customer names on all 
pockets are visible at the same time. 
Eighteen of these metal panels fit in 
a tray which rests in a fire-resistant 
desk with five other identical trays. 
Multiplication of previous figures 
shows we have pockets for copies of 
the original (not ledger memos) 
transactions with 2,484 customers 
occupying floor space of about thir- 
teen square feet. By assigning poc- 
kets only to those customers who 
average more than a specified mini- 
mum number of invoices per month, 
our 2,484 pockets are adequate for 
many times that number of cus- 
tomers. The last pocket on each of 
our panels is designated for mis- 
cellaneous customers within the al- 
phabetical range of the customers’ 
pockets on that panel. 

A customer’s pocket plus his paid 
invoice file is what that customer’s 
ledger record was previously but in 
addition to mere debit and credit 
entries it gives us much more com- 
plete historical data on that particu- 
lar customer. It shows which and 
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Trays remain in a fire-resistant desk where all placing in and taking out of 
pockets is done. 


how many of each product was pur- 
chased and how soon after shipment 
payment therefor was received. Cre- 
dit memos show what goods were 
returned and why and give details 
of other credit adjustments made. 
Partial payment and overpayment 
tickets show irregular payments and 
why. Unauthorized deduction tickets 
indicate the frequency and nature of 
credits claimed by deductions made 


from remittances. Papers filed con- 
tra to unauthorized deduction tic- 
kets tell whether or not such deduc- 
tions were, after investigation, al- 
lowed as being properly taken. A 
year’s transaction papers are filed 
together and a thumbing through of 
any chosen period of such papers 
gives a reasonably complete and 
thorough history of relations with 
that customer for that period. 
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Operation Procedure 


ROBABLY the greatest differ- 

ence between our present ac- 
counts receivable system and a sys- 
tem using ledger cards is that instead 
of posting memos to a ledger card 
from authorized papers affecting a 
customer’s account, we file the paper 
itself in the customer’s file and elim- 
inate the posting operation entirely. 
Briefly, the methods used by us in 
handling the various papers which 
pass through the system are as fol- 
lows: 


Sales Invoices 


“Posting” copies of invoices come 
from billing department with tape 
showing total of invoices for that 
day. Invoices are grouped alphabeti- 
cally by controls; tapes run of each 
control and totals of control tapes 
reconciled with tape supplied by bill- 
ing department. Control totals are 
posted to control cards and total for 
day posted to master control card. 
“Posting” copies are then filed in 
proper customers’ pockets. 


Credit Memorandums 


Properly authorized credit memo- 
randums come directly from the cre- 
dit department with a transmittal 
tape and are processed in the same 
manner as invoices. 


Remittances 


Payments received from custom- 
ers, which in our case are at least 
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99% checks, are sorted alphabetical- 
ly by controls and processed by 
building three piles. of papers face 
down for each control; each of the 
three piles reconciling to the same 
total. One pile is the remittance it- 
self; the second the remittance ad- 
vice used for detail cash receipts 
information and journal and the 
third are the papers affecting the 
customers’ pockets. The first and 
second are well known-and the third 
proves the proper change of detail 
of customers’ pockets. 

Invoices paid in full are stamped 
paid and placed in pile three. If 
partial payment is made a partial 
payment advice in duplicate is made 
out; the original attached to the in- 
voice which is refiled in customer’s 
pocket and the duplicate placed in 
pile three. If the customer takes a 
deduction not appearing in his poc- 
ket an unauthorized deduction advice 
is made in triplicate; the original is 
placed in his pocket in place of the 
invoice which is pulled and to which 
the duplicate is attached and both 
placed in pile three. The triplicate 
goes to the credit department for 
settlement. 

If an overpayment is made over- 
payment advice in triplicate is made 
out and the original placed in cus- 
tomer’s pocket in place of the in- 
voice. The duplicate is attached to 
the invoice and placed in pile three 
and the triplicate goes to the credit 
department for settlement. For cash 
in advance and cash sales the proper 
ticket is made out, original placed 
in proper pocket and duplicate 
placed in pile three. 

The total of pile three is the credit 
to the control card and must recon- 
cile with pile two (remittance ad- 
vices) and pile one (checks and 
cash) if proper consideration is given 
to cash discount allowed. Listing of 
pile one (checks and cash) is on the 
bank deposit ticket. Remittance ad- 
vices (pile two)’are placed in an en- 
velope and adequate information 
written on the outside to enable the 
use of the envelope as the basis of 
general ledger entries. Pile three is 
retained intact by dates until detail 
of controls are balanced to control 
cards and is-then filed in customers’ 
paid or closed file. 


Credit Approval 


N the front of each of the above 
described pockets are slits for 


A copy of each invoice is placed in 
the customer’s pocket. When the in- 
voice is paid it is filed in the cus- 
tomer’s paid invoice file. 


the insertion of a card giving credit 
information pertaining to the ac- 
count. When our credit cards have 
been completed routine credit ap- 
proval of the vast majority of our 
orders will be by an accounts re- 
ceivable bookkeeper. This will per- 
mit the credit manager to utilize his 
time to better advantage in handling 
only the unusual orders, the marginal 
risks and past due accounts. 

This credit card bears the cus- 
tomer’s name, address, book credit 
rating, our paying experience and 
other credit information felt impor- 
tant as to the particular customer. 
In a space provided on the card, the 
credit manager writes the usual 
dollar credit limit of the customer. 
Orders coming from Sales are then 
first referred to the bookkeeper and 
if the dollar total of order referred 
and account balance is not greater 
than the limit set, approval is given 
the order by the bookkeeper. Should 
the total be greater than the limit 
set the order is passed to the credit 
manager for consideration. 


When a periodic Interchange Re- 
port or other information coming to 
the .credit manager’s attention in- 
dicates a change of paying habits, 
the account and credit file are re- 
viewed and notations deemed proper 
are made on the credit card. This 
keeps the bookkeeper current as to 
the status of the accounts and 
thoughtful consideration of this cre- 
dit information being constantly 
handled should be good basic credit 
training for the bookkeeper. 


bin right top edge of the front 
of each customer’s pocket is ruled 
off in twelve rectangles with the ab- 
breviation of the months of the year 
printed in the rectangles. By keep- 
ing the bright colored movable signal 
adjusted to cover the abbreviation of 
that month which is the month of 
the customer’s oldest invoice in the 
pocket, a glance at the front of the 
pocket will suffice to determine if 
the customer is current in his pay- 
ments or how far past due. Much 
time is thus saved in preparing col- 
lection letters in that the current ac- 
counts are by-passed and it is only 
necessary to look into those pockets 
which contain past due items as 
shown by the signal. The signals are 
adjusted at the time of filing invoices 
and time of pulling invoices when 
processing remittances. When a cus- 
tomer pays all the invoices of the 
oldest month, the signal is moved to 
cover the month abbreviation cor- 
responding to the oldest month in- 
voices still remaining in his pocket. 


Advantages 


HOUGH our new accounts re- 

ceivable system has not yet passed 
the test of time it is becoming ap- 
parent that the following advantages 
will inure to our benefit: 

1. Considerable routine and time 
are saved by the elimination of post- 
ing operations. Items become a part 
of the customer’s account much 
sooner by mere placing of an exact 
copy of the charge or credit in the 
customer’s pocket rather than by 
machine posting to individual ledger 
cards. Even without careful analysis 
it is safe to say we have reduced the 
number of man hours required for 
handling of accounts receivable by 
one third and we anticipate further 
reductions of labor costs. 

2. Two accounting machines pres- 

(Continued on page 28) 


CREDIT AND FINANCIAL MANAGEMENT, May, 1949 





ee! ee ee ee ee ee | ee 


_ 


se se U6SselUlUlU UU CU 


The Place of 


Financial Statements 


by JACKSON MARTINDELL 


in the Management Audit 


President, American Institute of Management, New York 


depressions are the direct prod- 

ucts of inadequate. manage- 
ment. This may seem too sweeping 
a generalization but it can be sub- 
stantiated. We need no especial 
economic genius to understand what 
it is that causes frantic upsweeps in 
business activity and the violent and 
often unexpected downswings which 
follow them. All we need do is ana- 
lyze what it is that corporation man- 
agements do, how they do it, and 
what the consequences of their ac- 
tions have been in the past, and we 
shall see that every depression which 
has followed every boom has been 
a direct consequence of a failure of 
the majority of managements to rec- 
ognize business reality. 

Today, the whole nation lives in 
fear of a serious trade recession. 
That fear is no longer unjustified. 
Each day brings fresh news of lay- 
offs, cutbacks, shutdowns and price 
reductions. The nation’s department 
stores, through their published sta- 
tistics, give a distressing picture of 
dwindling sales. Unemployment is 
rising ominously, if slowly. Despite 
assurances from official quarters, 
sane counsel warns that our boom is 
expiring. 


Bier ESS booms and business 


MAINTAIN that none of this 

need have occurred had most 
American business managements 
been as brilliant as the world believes 
them to be. Had they had enough 
common sense so to regulate their ac- 
tivities as to prevent excessive con- 
struction and inventory accumula- 
tion during times of soaring prices, 
we would not now be facing a severe 
recession in trade. Instead, given 
competent management in most of 
the nation’s corporations, we would 
be looking forward today to a calcu- 
lable rate of economic progress. 

It is because management, as it is 
actually practiced in the United 
States, does not always plan for the 
future with any real sense of what 
it is the nation needs or, for that 
matter, of what the companies them- 
selves need, that such violent down- 
swings occur. 

Let us be realistic. Booms and 
depressions alike are the products 


An address presented at a joint 
meeting of the Toledo Association of 
Credit Men, the Toledo Chapter of 
the National Association of Cost As- 
countants, and the Toledo Control of 
the Controllers Institute of America, 
on Tuesday evening, March 22, 1949. 
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of men’s activities. They are not the 
result of God-ordained laws. They 
happen because business decisions 
made by business leaders, by cor- 
poration managements, lead to re- 
sults which, perhaps unforeseen, 
could have been foreseen had man- 
agement been a trifle more far- 
sighted. 


M* primary concern is not to 
lay blame for the unhappy eco- 


nomic situation which now seems to 
confront us. I am concerned, rather, 
with devising some means whereby 
a management can be enabled to 
regulate its activities in such a way 
that it can avoid the mistakes made 
by others and, at the same time, take 
advantage of the untoward circum- 
stances in which other companies 
eventually find themselves because 
of managerial incapacity. 

I might add, that superb manage- 
ment usually—I am tempted to say 
“always”—achieves this automatical- 
ly. Its policies are pitted against the 
general trend as often as with it. 
While most companies—playing fol- 
low-my-leader—reduce their ex- 
penditures upon research, develop- 
ment and promotion when prices, 
volume and earnings start to shrink, 
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brilliant management reverses this 
process. Its gain is enormous. 


Increasing rather than decreasing 
research efforts, new product devel- 
opment and promotion during a 
downswing always gets a company 
more for its money. The research 
dollar buys more when prices are 
falling. So does the advertising dol- 
lar, the materials dollar and every 
other dollar a company spends. If 
all companies followed this policy, 
there would be no recessions or 
booms. We would havé a more sta- 
ble economy. 


NE might call analysis of finan- 

cial records the most important 
single tool of managerial analysis. 
For in analyzing the management 
of a corporation, we have to analyze 
not only the men of whom that man- 
agement is composed; we must also 
analyze the way they operate; how 
firmly they have grasped their man- 
agerial problem; and the manager- 
ial concept which underlies their 
general business philosophy. 

The one medium through intelli- 
gent employment of which we can 
gain knowledge is the published 
financial records of this corporation 
over an extended period of years. 
Behind the cold figures which these 
records display, lies revealed to the 
trained observer the entire manage- 
ment concept of the company. The 
management is expressed in the most 
important of its functions: its rate 
of earnings or losses; the shifts and 
changes in the nature and relation- 
ship of the assets it holds; its rate 
of expansion; the rate at which it 
depreciates its fixed assets; the 
readiness with which it abandons 
uneconomic plant; and—crucial to- 
day—how it handles its inventory 
account in order to avoid overbuy- 
ing during times of undue general 
optimism and thus avoids severe 
losses when that optimism evapor- 
ates. 


Therefore, the financial records of 
a corporation, instead of represent- 
ing mere cold collections of facts and 
figures relating to the past history 
of a corporation, are, to the trained 
observer, an especially useful device 
for analyzing the way in which a 
company has been conducted during 
the life of the incumbent manage- 
ment. As such, they represent one 
of the most important disciplines of 
management evaluation. Themselves 
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an important phase of the financial 
audit, they are an equally important 
phase of the management audit. 


a is astonishing, in fact, that until 

now no attempt has been made to 
audit management in much the same 
way that a company’s financial rec- 
ords are audited. 


For many centuries, financial rec- 
ords have been the subject of close 
scrutiny. Public accounting, as a 
matter of fact, goes back to the days 
of ancient Athens when Pericles’ 
expenditures were challenged by 
Aristophanes and were upheld by 
the Board of Auditors. Yet over all 
the intervening centuries, no true 
profession of Certified Public Ac- 
counting was known in this country 
until 1896 when the New York State 
Certified Public Accounting Law 
was adopted. Since that date, the 
development of public accounting 
has been due mainly to the growing 
severance between ownership and 
control of our corporations. Every 
decade since then, as the responsi- 
bility involved in this severance of 
ownership from control became more 
realized, new laws and new regula- 
tions were introduced to govern 
bankruptcy, limited liability, taxes, 
depreciation, investment and so 
forth. Accounting grew more and 
more perfect as the demand for 
financial records increased. It should 
be emphasized, however, that such 
records and the analyses upon which 
they are based are historical in pur- 
pose and nature. Their intention is 
solely to determine, in accordance 
with statutory law, how much profit 
has been earned in a past period. 
At no time has the purpose of pub- 
lic accounting been to determine 
how good management is at the 
present time. 


seo it is precisely that question 
which needs to be answered to- 
day. Because management bears on 
its shoulders enormous responsibili- 
ties and because the average man- 
agement in office at the present time 
has had no or little experience of 
guiding our corporations during 
trade recession, it becomes impera- 
tive that we move onwards from 
mere financial accounting concepts 
into the public accounting concept 
of checking, testing, judging and 
grading the managements of our 
leading industrial corporations. 
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It is not only as citizens that we 
feel this need. In practical business 
terms, a company’s suppliers need 
to know that the management whom 
they serve is reliable and is likely 
to remain in office long enough for 
the personal relationships which 
grow up between suppliers and pur- 
chasers to endure for years. 

Over the recent past, for example, 
many steel companies have tried— 
that is, the better steel companies 
have tried—to deliver their products 
to well managed companies, to firms 
they believed would endure and 
would continue to be good customers 
during bad times as well as during 
periods of inordinate demand. Labor 
itself which, if we examine it ration- 
ally, is the most important single 
human element in our economic 
structure, can get along better with 
better management because it has 
respect for it. Stockholders, who in 
recent months have shown them- 
selves in many cases quite apt to 
bring action against management, 
would be much less apt to do so if 
they knew a management to be 
sound. By sound I mean honest, 
possessed of foresight, wisdom, ex- 
perience and versed in the highly 
specialized skills which responsible 
department heads must possess, if a 
company is to be conducted properly. 


OW, the fact is that information 

of this sort is not as readily 
available to the public as it ought 
to be; it is not made available to 
stockholders ; it is certainly not avail- 
able to labor unions; it is not too 
well known by either customers or 
suppliers. 


People, in fact, do not know 
enough about management either as 
an art, as a science, or as a group 
of persons at work. This is a serious 
defect in our economic democracy. 
It is one which can be corrected only 
by scientific investigation of the arts 
of management. In such a scientific 
investigation, I would repeat, one 
of the most important single tools 
available to us is the financial records 
of any individual company. 


— me cite a specific case in point. 
I want to show you how, objec- 
tively and without intimate knowl- 
edge of the thinking of a manage- 
ment, it has been possible for trained 
observers to analyze financial state- 
ments and, through their medium, 
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Judged solely by its soaring sales curve, 
company X seemed like a red-hot investment 
to the stockholders. And fat sales figures 
blinded management, too. 


So, when profits and dividends did not match 
this apparent prosperity, the company’s 
officials had some explaining to do. 


But it was difficult to explain that they had 
too few figure facts on which to base sound 
decisions and plan successful strategy—too 
few facts, too late, about rising costs and 
climbing overhead to serve as warning signals 
of danger ahead. 


+ 
WHEREVER THERE’S BUSINESS THERE’S Burroughs 
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Their products sold like hot cakes... and 
the stockholders got their fingers burned! 
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With the proper office machines and methods, 
the management could have had complete, 
up-to-the-minute information. They could 
have foreseen the approach towards the 
“break-even” point, and have taken measures 
to avert it. 


You can step up the efficiency of your office 

. you can have the figure-facts you need on 
time, when you mechanize with modern 
Burroughs adding, calculating and accounting 
machines. Why not let your Burroughs repre- 
sentative show you how today? Burroughs 
Adding Machine Company, Detroit 32, Mich. 


THE MARK OF SUPERIORITY 
IN MODERN BUSINESS MACHINES 





to reach a justified conclusion as to 
the competence of a management 
during an extremely difficult period 
in industrial organization and con- 
duct. 

The company in question is the 
Electric Auto-Lite Company of 
Toledo. In 1937 which, as all of us 
remember, was a year of extreme 
prosperity—it was, in fact, the high- 
est peak which American industry 
had then attained, including the 
boom year of 1929—the management 
of Electric Auto-Lite began to be- 
lieve that the industrial boom was 
not as firmly based as most other 
people seemed to believe. As a re- 
sult, the management of Auto-Lite 
anticipated the inventory break 
which occurred in late 1938 and took 
its licking well in advance of the 
price crash which occurred in lead, 
copper, zinc and other base metals. 
Believing that the value of its inven- 
tory was not equivalent to the actual 
price which the company had paid, 
the company took an inventory loss 
in 1937 and, by reducing the value 
of its inventories, reduced its earn- 
ings considerably. 


one had judged the management 
1of Electric Auto-Lite solely by 
comparison with that of the average 
member of its industry, it might have 
seemed to the uhtrained observer 
that this company had not made a 
satisfactory showing in a year of 
general prosperity. But in 1938, 
when the average company found 
itself faced with a severe decline in 
inventory values, and when severe 
losses were prevalent, the manage- 
ment of Electric Auto-Lite avoided 
all losses. Its management saw that 
it could put liquid funds to better 
use in 1938 because depressed prices 
enhanced the buying power of its 
accumulated funds. 

Because of this, the management 
decided in 1938 and 1939 to under- 
take expansion of its previously 
vigorous promotional campaign. The 
result was that Electric Auto-Lite 
sales in 1939-40-41 outstripped those 
of its competitors and even of its 
main customers. 

The success of Electric Auto-Lite 
Company in this extremely difficult 
period is a landmark in corporation 
management. Its scrutiny of finan- 
cial records and its employment of 
sound methods ‘of analysis enabled 
the management to recognize dan- 
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gers and opportunities equally. This 
success might have not materialized 
had the company not followed the 
policy of keeping meticulous records 
and of examining and analyzing 
them consistently. 

Now, had the average company 
during the past 214 years conducted 
itself as ably as Auto-Lite conducted 
itself in 1937-1939, there would to- 
day be no fear of depression. De- 
pressions and booms are what com- 
panies do. They are whatever poli- 
cies companies as a whole put into 
effect. It is management, therefore, 
not an unchangeable law of nature, 
which decides where we shall be at 
a peak of prosperity, at a depth of 
depression, or at some stage between 
those two extremes. 


HAT is management? Mis- 

management is an understood 
term but the term management is 
often misunderstood. It is confused 
in the public mind with a sort of 
counterpoise to organized labor. We 
almost never employ the expression 
management versus mismanagement. 
This prevents us from thinking 
clearly. 

The actual nature of the manage- 
ment function, when we get right 
down to it, is neither more nor less 
than a highly specialized function in 
the economic set-up of our nation. 
It is a creative factor of our econo- 
my; as creative as the work of the 
chemist who isolates a new element. 

Management is that segment of 
the corporate structure upon which 
converge all consumer demands and 
which converts those demands into 
profitable performance of sale. It is 
management which determines 
whether plant should be expanded or 
contracted; which decides if new 
capital should be invited into the en- 
terprise or whether to await a more 
propitious moment, perhaps years 
ahead. Management decides the pric- 
ing policies, sales policies, employ- 
ment policies, production techniques 
and production emphases of every 
single corporation in our land. Man- 
agement, in short, is a specialized 
and highly technical function which 
must be regarded in those terms. 

To the evaluator, this technical 
function resolves into analysis of a 
highly technical problem. That prob- 
lem is one of unflinching control. 
Good management is at all times in 
control of its situation. Anticipat- 


ing the unanticipated, it at least pre- 
pares itself to cope with whatever 
contingency might arise. 

One process, perhaps the most im- 
portant of all processes in the man- 
agement audit, is to find out how 
the company has fared over each 
significant period of the trade cycle. 
Such an analysis tells the story how 
a management handled its inven- 
tories, its marketing problems and 
similar business questions at the 
most critical moments in the com- 
pany’s history. 


LTHOUGH a company’s finan- 

cial records do not by them- 
selves sum up a management’s quali- 
ty, they are indispensable to such 
appraisal. No management can be 
measured unless the records it has 
kept enable it to be compared with 
its competitors, with its own past, 
and with what we conceive to be its 
probable future. 

For example, shortly after the 
first World War, only one company 
in an entire industry managed to 
keep out of bankruptcy. Even this 
company got into serious financial 
difficulties—a fact which scrutiny of 
its financial records prior to 1920 
made it easy to predict. The basic 
error committed by this manage- 
ment—as by. all others in its indus- 
try—was that of paying excessive 
dividends at a time when inventory 
values were soaring and when, there- 
fore, its current earnings were in 
part illusory. When the 1921 crash 
came, the company continued its ex- 
cessive dividend payments, and 
simultaneously, went heavily into 
long-term debt in order to replenish 
its depleted working capital. 


N the very face of it, this man- 

agement showed itself incapa- 
ble of handling money. It did not 
appreciate the proper relationship 
between dividends and a disbursable 
surplus, between prices and net 
worth, between inventory values and 
profits, or between the stockholder 
and the corporation. 

This sort of industrial myopia— 
which affected more than. one man- 
agement during that period—was ap- 
parent to the observer trained in 
analyzing corporate records. Even 
today, thirty years later, it is possi- 
ble to go through this company’s 
profit and loss statements and bal- 
ance sheets for the period and to 


CREDIT AND FINANCIAL MANAGEMENT, May, 1949 





Number three of a serzes 


BANK-MONEY 

























Electrification—the march of kilo- 
watts across the land—is an index of 
a nation’s progress—but before the 
current flows, money must flow and 
flexible bank credit plays an 
indispensable part. 


The Chase has been a leader in 
supplying Bank-Money for the march 
of kilowatts. To provide this 
important service, the Chase for 
nearly two decades has maintained a 
special department dealing 
exclusively with the nation’s electric 
and gas companies. 
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Chase credit is constantly bringing to more and more 
homes and industries throughout the nation—current 
that flows at the turn of the switch. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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In all of my experiences | have never studied any failure case that 
came to my attention, that | did not find in the balance sheets of 
two or three years before failure definite evidence of a trend or 
condition which, if continued, would lead undoubtedly to failure. 
In other words, | am convinced (and nobody has ever shown me 
the exception) that proper analysis of the balance sheet years be- 
fore the failure will show clear evidence of business diseases which, 
if not doctored and eliminated, will cause the business to die. 


‘—Gustav C. Klippel, writing in the September issue of 
CREDIT AND FINANCIAL MANAGEMENT. 


gain a feeling of just how this man- 
agement reasoned. I might add that 
this is exactly what I did not long 
ago. The man who is now President 
of the company and with whom I 
discussed the shortcomings of his 
predecessors is still not convinced 
that my interpretation of the think- 
ing of the old-time management is 
not based on special inside informa- 
tion. He finds it hard to believe that 
cold figures can express the doubts 
and the fears, the hopes and the un- 
wisdom of an entire management 


group. 


| HAVE already referred to Electric 
. Auto-Lite and to its magnificent 
management success in 1937-1939. 
That company was almost alone in 
achieving consistent success during 
that difficult period. Yet every com- 
pany which kept adequate financial 
records could have done equally well. 

One railroad company gave the 
illusion of doing so. Its reported 
earnings in 1938 were almost equal 
to those of the boom year 1937—a 
fact which deluded many unfortunate 
investors who, seeing 1938 earnings 
stand up in face of a depression, 
bought heavily into the company’s 
stock. To them, this seemed to be 
an excellently managed company. 
But careful historical comparison 
would have shown them that the 
management was undermaintaining 
its properties in 1938. In other 
words, the 1938 reported profit was 
mythical ; the management, knowing 
the average investor to be unversed 
in accounting techniques practiced a 
form of deception upon the investing 
public. 

This raises the point that financial 
records express not merely the sta- 
tistical history of a business opera- 
tion—and not merely the type of 
approach a management has towards 
certain kinds of problems, but also 
give evidence of a management’s 
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moral quality. A management which 
employs its records to cloak reality 
is not a highly moral group. A com- 
pany’s stockholders, employees, sup- 
pliers and customers have the right 
to know exactly what condition a 
company is in. Records which ob- 
scure this instead of revealing it are 
sufficient evidence to me that the 
management has something to hide. 
Such a management does not—and 
should not—command respect. 


| AM reminded of one company—an 
old established concern—which 
for a number of years reported bet- 
ter profits than its competitors. Ex- 
amination of its books at first gave 
no clue to why this should be so. 
Its sales were not the largest in the 
industry; its manufacturing plant 
and processes were not of superla- 
tive excellence ; its salesmanship was 
not unusual. 

I had my research men make a 
comparative historical ratio study of 
this company and its competitors. 
What resulted? It was found that 
the company was under-depreciating 
its properties, patents and equipment. 
Its dies, for example, were given an 
average life of three years compared 
with 18 months averaged throughout 
the industry. The apparent profit— 
which had seemed to reflect credit 
upon the management—was actually 
a slow wastage of assets. 

This company’s earnings were dis- 
torted by failure to make adequate 
provision for wear and tear, for ob- 
solescence and inadequacy of equip- 
ment and for rising costs of replace- 
ments. In later years, I might add, 
the company found itself in serious 
difficulties under this same manage- 
ment, Technologically backward be- 
cause it had dissipated its mythical 
earnings of prior years instead of 
putting money into modern equip- 
ment, it cannot now do business on 
a competitive basis. Its costs are 


higher than the market will stand, 

What is significant is not that this 
management led a fine old company 
into trouble but that this trouble was 
able to be predicted—and was pre- 
dicted—by a trained observer who 
took pains to examine the company’s 
records. The philosophy of manage- 
ment of this company was embodied 
in its balance sheets. The quality of 
its management was able to be 
gauged in part from these bare 
records. 


HERE is no need to elaborate 

upon these examples nor to quote 
others—which I could do ad infini- 
tum. Suffice it to say that without 
adequate financial records a com- 
pany cannot be well conducted, nor 
can its management be graded com- 
paratively. 

The word “comparative” is the 
operative one. For a company’s 
financial records themselves tell 
nothing. It is through employing 
proper techniques of analysis that 
much of a management’s quality is 
revealed. Those techniques are 
simply a process of comparison, 
based upon reducing all reported 
figures to ratios. 

The earnings statements over a 
period of years are set up chronologi- 
cally as percentals of net sales. Each 
item in the statement, no matter how 
minute, is reduced to a percentum. 
These are then compared historically 
so that the trend of policy becomes 
apparent. A similar analysis is 
made of each of the company’s com- 
petitors. These, then, are compared 
with each other and with the subject 
company. A series of industry trend 
lines are thus established and the real 
relative standing of the subject com- 
pany becomes revealed. 

An identical process is applied to 
the balance sheet over the same 
period—preferably over thirty years 
—and finally a cash flow statement is 
prepared. By thus reducing money 
items and general assets to percen- 
tals of total assets, the shifting re- 
lationship in type of asset held be- 
comes apparent. One might say that 
a management’s preference for cer- 
tain types or certain proportions of 
assets is a clue to the mental pre- 
dilections of that management. It is 
an important indication of how the 
management thinks and, therefore, of 
how it is likely to act. 


(Continued on page 40) 
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Now—a Custom-made 


Financial Statement Form! 


































Form 6W 
Date 106... 
FINANCIAL STATEMENT OF. 
EE Ee 
At Close of Business en — I ty Sit 
TO, ee ("ete ste 
in ny ES Se rely thereon ee re oe aa financial condition. 
(PLEASE ANSWER ALL QUESTIONS, WHEN NO FIGURES ARE INSERTED, WRITE WORD “NONE”} 
ASSETS [_ Petters [conte MABILITIES | etre | Conte 
Cash (Total) Decadal end 


(in Bonk $l 
Accounts Receivable 


(Amt. 60 Days Past Due $C) 
(Amt. Sold or Pledged 8___._._____) 
Notes and Trade Acceptances Receivable 


(Amt. Sold or Pledged $l) 

Merchandise Inventory, Not on Consignment or 
Conditional Sale, at Cost or Market which- 
ever is lower 


TOTAL CURRENT ASSETS eas 


Lend and Buildings (Depreciated Value) 

Mechinery. Fixtures and Equipment (Depreciated 
Value) 

Dee from Officers or Non-Customers 

Other Assets (Describe) 





ANNUAL NET SALES 






Amount you are liable for as endorser, 
guarantor, surety $ 

Amount o! delinquent taxes 

Sales tax $ Income tax $ 
Property tax $ Other taxes & 5 
Amount of merchandise held on consign- 
ment $ 

Amount of machinery or equipment held 
under lease $ 

Amount of machinery ©: equipment under 
conditional sale § 

Amount you pay per month on lease or 
conditional sale contract 








SCHEDULE OF REAL ESTATE 


AMOUNT OWING 





The statement above and on the back of this form has been carefully read by the undersigned (both the printed and written matter), and is, to 
ny knowledge, in all respects complete, accurate and truthful. It discloses to you the true state of my (our) financial condition on Res 
day of __________194__. Since that time there has been no material unfavorable change in my (our) financial condition, and if 
this as a continuing statement. 
ey have been taken from my (our) books and physical inventory taken as on date shown. 


I 
any such change takes place 1 (we) will give you notice. Until such notice is given, you are to reg rd 
The submitted are net estimaied. 


Name of Individual or Firm 

It Partnership, Name = 

“ Corporation, ©” Officers 

How long established _. Prowhows Mrecines emporiem ce 
Wher 


Date of Signing Statement__.__________Street__._. I escniennseesinnnieeniatcinsiniiasaiciaiasceemmmmsie 





OI cecetsencictccteeencccnn sincniemeniecnicetincinaiaaiiatnammmunsntnneite Signed by 
Residence Address 
| nese SRNR 


* And one from Oregon, who helped design the form. 
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Publications Department 


NATIONAL ASSOCIATION OF CREDIT MEN 


A gentleman from Texas* 
wrote to us recently, order- 
ing some financial statement 
forms. At the end of his let- 
ter he said, in effect: “Your 
forms are excellent, but for 
our business we could use a 
form that contains this and 
this and this. Such a form 
would make for quicker and 
easier analysis, and that is 
very important.” 


We passed his letter 
around to other credit execu- 
tives and they agreed that 
our correspondent had some- 
thing! The result is Form 
6W, tailor-made for those 
who extend credit to small: 
businesses. 


6W is clear, concise, easy 
to fill out; it provides for a 
full schedule of real estate 
holdings and all information 
on sales. It is an envelope 
form that shows everything 
on one side of the sheet, a 
great advantage for small 
retailers. In short it is 
complete without being un- 
wieldy. 


You probably have a sam- 
ple book of NACM forms. 
If you would like to look 
over the new Form 6W and 
add it to your sample book 
write to 


: Hh te Bech: dvennen New York 16, N. Y. 


If you haven’t a sample book of NACM forms you certainly should. Write for one today. It will 
be sent to you by return mail. 
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RECENT COURT DECISIONS 


of interest to financial executives 


Reviewed by Carl B. Everberg, Attorney-at-Law 


1. United States Must 
Pay Damages for 
Breach of Contract the 
Same as Private Indi- 
viduals. 


States Court of Claims, David 

J. Joseph Co. v. United States, 
82 F. Supp. 345, on the liability of 
the United States for cancellation of 
a contract, presents an interesting 
aftermath of Lend-Lease days, just 
before her entry into World War II. 


In this case, the United States 
contracted in July, 1941 with the 
plaintiff for 60,000 tons of scrap iron 
and then by an amendment to the 
contract, for another 20,000 tons, at 
a total of $1,284,000. There was no 
clause in either the contract or 
amendment authorizing the govern- 
ment to cancel the contract. No 
complaint was at any time made as 
to the quality of the iron nor as to 
delivery, except that at times there 
was difficulty in obtaining shipping 
facilities for which the court did not 
hold the plaintiff responsible by rea- 
son of certain provisions in the con- 
tract. 


iE case decided in the United 


In October of the same year, the 
United States wrote the plaintiff 
cancelling the contract for the rea- 
son, as stated, that the British Pur- 
chasing Commission had withdrawn 
from the scrap iron market. It di- 
rected plaintiff not to make any more 
deliveries. Plaintiff was at all times 
ready, willing and able to perform 
subject to the temporary difficulties 
in obtaining ships. 

At the time of the cancellation 
there were undelivered 26,570 tons 
of the iron. Of these he diverted 
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some to other orders; he sold some 
at a loss; a little at a profit. It was 
calculated that his net loss together 
with anticipated profits amounted to 
$24,341.00. 


JHOweELL, J. (writing the opinion 
for the Court of Claims) said 
. . . “such cancellation cannot be 
legally justified either by the terms 
of the contract or by the reasons 
given in the letter of cancellation.” 
.... Further, the opinion stated that 
the cancellation was a total breach 
of contract by the defendant, the 
United States, as to the undelivered 
quantity of scrap. Quoting Mr. Jus- 
tice Brandeis in a former opinion, 
Lynch v. United States, 292 U. S. 
571, it was said: ‘When the United 
States enters into contract relations, 
its rights and duties therein are gov- 
erned generally by the law applicable 
to contracts between private indi- 
viduals.’ 

Judgment for the Plaintiff for 
$23,341.00. 


2. A Chattel Mortgage 
Void Against Mortgag- 
or’s Creditors. 


A CASE decided this year in the 

Appellate Court of Indiana, 
Goldberg v. Britton et al., 84 N. E. 
(2nd) 201, suggests the chaos which 
exists amongst the various states in 
respect to the law of chattel mort- 
gages. There is no uniform Chattel 
Mortgage statute and the law re- 
garding this type of security is as 
variable as the number of states in 
the union. 

In some states, for example, a 
mortgage on after-acquired goods 
(such as stock in trade which re- 
places the stock which was original- 


ly under the original mortgage) is 
valid. In other states such a mort- 
gage is not effective as to the after- 
acquired goods. In still others (as 
in Massachusetts, see Wasserman v. 
McDonnell, 190 Mass. 326) such a 
mortgage operates as an executory 
agreement which subjects after-ac- 
quired goods to the lien of the 
mortgage if the mortgagee takes pos- 
session before the rights of third 
persons intervene. 

According to the majority of 
states, a chattel mortgage on goods 
which the mortgagor in possession 
has power to sell in the course of 
business is not fraudulent where the 
mortgagor is under duty to account 
for and pay over to the mortgagee 
the proceeds of the sales in reduction 
of the mortgage. 


i” THE Goldberg v. Britton case, 
above cited and very recently de- 
cided, the mortgagee permitted the 
mortgagor to remain in possession 
of goods and to make sales therefrom 
without requiring any profits from 
the operation of the store to be ap- 
plied to the mortgage. This, accord- 
ing to the rule in Indiana, raises a 
presumption of fraud, and renders 
the mortgage void as against credi- 
tors on the ground that it is, in ef- 
fect, a secret trust for the benefit of 
the mortgagor. And the court fur- 
ther held that the taking of posses- 
sion by the mortgagee did not cure 
the invalidity of the mortgage. 


3. On the Right to En- 
force an Arbitration 
Clause in a Contract. 

N ENGLISH case, Woolf v. 


Collis Removal Service, 1 KB 
11 [1948] on the matter of arbitra- 
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tion, throws some light on that ques- 
tion.t The contract (consisting of 
an undertaking on;the part of de- 
fendant to remove plaintiff’s goods 
to the defendant’s warehouse) con- 
tained a clause to the effect that if 
the plaintiff made any claim it should 
be referred to arbitrators, and that 
an award should be a condition 
precedent to any legal action brought 
to enforce it. 

Plaintiff did not bother with arbi- 
tration but proceeded with suit, 
claiming that some goods were lost 
and others damaged, and that the 
goods, instead of being stored where 
defendant had agreed, had been put 
in an unsuitable place. 

Defendant applied for a stay of the 
action because of the arbitration 
clause; nevertheless, plaintiff con- 
tended that since defendant had 


breached the contract, the arbitra- | 


tion provision became inoperative 
along with the rest of the contract. 

The Court in effect said that even 
though there was a breach of the 
contract it was just the kind of 
question that both parties had agreed 
should go to arbitration for an ap- 
praisal.of damages. The court stayed 
plaintiff’s action. 


HOUGH this decision would 

seem to be practically inevitable, 
the fact is that the English courts 
(which blazed the way, in a sense, 
for the American courts in matters 
of arbitration) held for some time 
that if there had been a repudiation 
of a contract by breach going to the 
root of the matter, it caused the ar- 
bitration clause to fall also. This 
was, naturally, fallacious reasoning, 
but it stemmed from the fact that 
the courts originally failed to dis- 
tinguish between the mutual obliga- 
tions undertaken in the contract, and 
the arbitration clause as a separate 
thing which was to arrive at what- 
ever compensation the innocent party 
was entitled to whenever there was 
a breach. 

The parties herein were, there- 
fore, relegated to the remedy of ar- 


—_——. 


1The solution of controversies and disputes 
by arbitration in modern times has generally 
been acknowledged a substantial step of prog: 
tess, When arbitration was_ first iieaal, 
however, the courts resented it as an attempt 
to “oust the courts of their jurisdiction.” Even 
now, while the courts favor proceedings in arbi- 
tration, they will not tolerate agreements, the 
tendency of which is to oust courts of their 
jurisdiction. For example, an agreement to the 
effect that after an award, no appeal may be 
taken to any court, is invalid. Statutes regulate 
the matter of arbitration in most states and 
arbitration agreements should be drawn in ac- 
cordance with such statutes and the procedure 
Prescribed therein. Arbitration applies gen- 
erally to questions in contracts, of price, value, 
amounts, or the amount of loss or damage. 








x 


a 





b 


What would it cost to 
replace your essential 





Year in and year out you'll do well with the Hartford 
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business records? 


Have you ever stopped to consider what a heavy investment in 
work and money has gone into your business records — the 
correspondence files, manufacturing and sales records and ac- 
counts, customer lists, employee and payroll records, engineering 
drawings, miscellaneous reports, and all the other vast accumula- 
tion of data in daily use in your operations ? 


Estimate the value represented and you'll have some idea of the 
expense you’d be put to just to restore the indispensable portions 
of this information, should it be lost, destroyed, or substantially 
damaged by fire, flood, explosion, or any other cause. 


The possibility of a loss is such a serious risk, and would cost you 
so much money, that it should be covered by insurance. Ideal for the 
purpose is the Hartford Valuable Papers Insurance Policy which: 


1. Covers business records and all papers* used in business activities, 
against loss due to fire, explosion, windstorm, theft, and any 
other cause (except misplacement or mysterious disappearance, 
wear and tear, deterioration, vermin, and acts of war). 

* Currency, stamps, coupons and securities, checks, drafts, notes, or other written 
evidence of indebtedness or obligation are not covered by the policy. 

2. Covers such property in your office, in transit toa place of greater 
security, and in the more secure location. Papers taken off the 
premises for business purposes are covered up to 10% of the 
total insurance carried, subject to a limit of $5,000. 


3. Guarantees that the Hartford will either replace or reproduce lost 
or damaged records or papers, or pay in cash up to the limits of in- 
surance carried an amount equal to the actual costs of making such 
replacement. (Unless specifically insured fora higher amount, there 
is a limit of 5% of the total insurance on any one record or paper, 
subject to a maximum payment of $5,000.) 


Your Hartford agent or your own insurance broker will gladly 
furnish details of this Jow-cost, broad protection. In over 5000 
communities you can secure the name and address of the nearest 
Hartford agent quickly by calling Western Union by number and 
asking for “Operator 25.” Or writethe company fora sample policy. 








"HARTFORD FIRE INSURANCE COMPANY 
HARTFORD ACCIDENT AND INDEMNITY COMPANY 
HARTFORD LIVE STOCK INSURANCE COMPANY 


‘Hartford 15, Connecticut 
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bitration. The courts would not as- 
sume any jurisdiction at this point 
and their functions would thereafter 
be used only to enforce an award of 
the arbitrators in the same manner 
in which a court would enter judg- 
ment upon the verdict of a jury and 
apply any further relief which would 
be applicable to the enforcement of 
a judgment. 


a contract amounting to waiver of 
the arbitration provision. Such a 
thing happens occasionally when an 
insurance company makes a total de- 
nial of any liability under an in- 
surance policy which contains an 
arbitration provision. The courts 
hold that there is nothing to arbi- 
trate in such a case, and the insured 
has the right to begin legal action 


There may be conduct, however, 
on the part of one of the parties to 


at once to establish liability, in 
court. 


Heartbreaking Letter to the Editor 


Gentlemen : 

The writer is a member of the Northern Wisconsin-Michigan Associ- 
ation of Credit Men affiliated with the National Association. 

As you know, all of us in the credit fraternity receive many and varied 
excuses or reasons why bills have not been paid. It is rarely, however, 
that a debtor presents to a creditor such a calendar of events that show so 
many reasons why he is unable to pay his bill. Attached is the photostatic 
copy of a letter received by the writer. The debtor’s name and address have 
been obliterated so that no one would be embarrassed by its publication, This 
letter was addressed to the writer in care of our Milwaukee office. 

I would consider myself very selfish not to share this with the members 
of the Association, so you have our authority to publish it. 

Just reading the letter should take any credit man’s mind off his own 
troubles, and make his heart bleed for this debtor, who is obviously a 
very poor insurance risk. 

Yours Sincerely, 
F, W. MEYER, 
General Credit Manager, 
Roddis Plywood Corp., 
Marshfield, Wis. 


My dear Mr. Meyer: 

In answer to your letter of March 16, 1949, I have discounted a small 
mortgage I held and will be paid in full—May Ist. At this time I’ll be able 
to pay you in full. 

If you should be curious to know why I have not paid, nor even bought 
from your concern, I list the reasons. 


25—Can’t collect 1 account $55.00. 

6—Wheel came off truck, went in ditch, repairs $115.00, sprained 
thumb. 

Feb. 10—Same thing again $67.00 and a sprained wrist & thumb. 1° 
week off. 

12—Couldn’t collect 2 accounts $139.00. 

17—Smashed finger, 2 days off. 

22—Burned out 2 motors in my shop. 2 days off. 

29—2 accounts still uncollectable. 

8—3 accounts slow $278.00. 

Mar. 14—Burned left hand. 3 days off. 

Mar. 15—Shouldn’t happen to a dog (income tax). 

Mar. 20—Burned out motor in truck $55.00. 3 days off. 

Mar. 26—Knocked out 3 teeth. 1 day off. 

Mar. 28—Got the whole damn mess of teeth out. Probably 2 days off. 


Jan. 
Feb. 


Feb. 
Feb. 
Feb. 
Feb. 
Mar. 


So, by May 2nd, which will be time for a breather, I'll be seeing you 
and pay this account up. Thank you for being so patient. 
I remain, 


LIFE INSURANCE 


(Continued from page 9) 


—if he has this choice—for his part- 
ner has full power to bind him to 
contracts and to hold him financially 
liable up to his entire personal as 
well as business assets. 

Usually the only type of reorgan- 
ization acceptable to the survivors is 
for the survivors to purchase the in- 
terests of the heirs. This method 
presents two problems: (1) reach- 
ing an agreement with heirs as to 
terms of purchase and (2) raising 
the money with which to buy out 
the heirs. 


HE most economical solution to 

these problems seems to be for 
the partners to join mutually and 
during their lives in a buy-and-sell 
agreement which binds their heirs 
to sell their interest at a price 
stipulated in the contract. The price 
may be set or calculable from a 
formula adopted by the agreement. 
The heirs receive the amount of 
money for their interest that the 
deceased partner himself, during his 
lifetime agreed upon. The surviving 
partners take over full ownership of 
the business. The capital remains in- 
tact. 

While there may be other methods 
of funding a partnership buy-and- 
sell agreement, partnership life in- 
surance will commonly prove the 
best solution. The funds are needed 
at the death of a partner, and that is 
precisely when life insurance will 
provide them. If life insurance is used 
to provide the funds, the partners 
will not have to borrow funds at the 
death of one of them to finance the 
buy-and-sell agreement nor will they 
have to build up large liquid reserves 
at low yields in anticipation of the 
death of the other. A life insur- 
ance policy provides exactly the 
amount of money needed at exactly 
the time it is needed on the most 
efficient basis. The entire capital of 
the business is preserved in the busi- 
ness and the business continues to 
operate as usual. Death of one of 
the partners will not destroy the cre- 
dit position of the firm—unless of 
course the partner is a key man. If 
that is the case, then to fully protect 
the credit of the buisness, key man 
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insurance must also be included in 
the insurance coverage. 

The situation as described above 
js much the same in the close cor- 

ration. In most close corporations, 
surviving stockholders would prefer 
to continue the business without the 
heirs of the deceased stockholder. 
The deceased stockholder also would 
prefer that his heirs withdraw from 
the business at a fair price and invest 
the money in a less hazardous man- 
ner. The creditor would prefer to 
see the business continue with its 
capital unimpaired. The solution 
calls for (1) an agreement among 
stockholders that at the death of 
anyone of them, the holdings of the 
deceased will be sold to the survivors 
or to the corporation, (2) life insur- 
ance on each stockholder to provide 
the money with which the survivors 
can purchase the deceased’s share. 
In this way, all interested parties are 
satisfied. 


EBSTER defines collateral as 

“Designating, or pertaining to, 
an obligation or security attached to 
another to secure its performance; 
hence, secured or guaranteed by 
additional security; as a collateral 
loan.” When capital, capacity and 
character are not considered suffi- 
cient to safely guarantee the payment 
of a debt, the creditor may require 
collateral. Life insurance, through its 
cash values, provides good collateral 
for loans. In the first place, policies 
themselves possess loan values as a 
part of their non-forfeiture provi- 
sions. The policyholder has, through 
his policy, a contractually bound 
lender who is obligated to supply a 
fixed sum (cash value) stated in 
advance in the policy contract, vir- 
tually on call. Moreover, the rate 
of interest is contractually fixed re- 
gardless of fluctuations in the money 
market. 

In the second place, life insurance 
provides the collateral for a loan, 
for it is assignable to a lender. It 
will often materially assist in getting 
a commercial loan if the borrower 
Can assign cash values or a portion 
of the death values to the lender. In 
fact, life insurance is considered 
such good collateral that a few years 
ago, banks in some areas actively 
advertised for loans on life insur- 
ance policies. 

_ Business organizations carrying 
life insurance on key employees find 
several automatic by-products of this 
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Preventing 
YSinanciih Loss 


Ove: the years, Insurance has proved its value 
to Industrial America... by protecting 


the profits that business earns. 


Your company’s profits are vulnerable when its 
assets are not completely protected against 


losses from dishonesty, vandalism or accident. 


No matter which of America’s many reliable 
Insurance agencies you choose—the important 


thing is—Be Insured! 


U.S. F.& G. 


United States Fidelity & Guaranty Co., Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corp., Baltimore 3, Md. 
Fidelity Insurance Co. of Canada, Toronto 


as you would your 
Doctor or Lawyer.” 


“Consult your Insurance 
Agent or Broker 
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protection, the chief of which is the 
availability of cash and loan values. 
This source of credit proves helpful 
in times of temporary financial 
stress. 


FOURTH “C” of credit is 
“Conditions,” or more exactly, 
business conditions. A forecast of 
future events is important in helping 
to appraise an individual’s capacity, 
capital and character. An adverse 
change in business conditions can 
have a very real effect on a person’s 
ability to pay. It can destroy his cap- 
ital and may even undermine his 
character. Business set-backs do 
strange things to well meaning peo- 
ple. So, unless conditions are favor- 
able, credit generally is denied. 
Companies with large amounts of 


insurance outstanding on key per- . 


sonnel find the cash values on these 
policies a good source of credit when 
business conditions are bad. Again 


it is well to point out that life insur- 


ance companies are contractually 
bound to make loans up to the cash 
values of the policies regardless of 
economic conditions. These loans 
must be made at a contractual rate 
inserted in the policy. Lower rates, 
however, sometimes may be had 
from the banks by pledging the 
policy as collateral. 
* * * 

oe insurance companies are will- 

ing to write credit life insurance 
if their underwriting departments 
agree that the risk is not speculative. 
Underwriters consider credit insur- 
ance to be a legitimate use for life 
insurance if the total amount of in- 
surance for business and personal 
protection is not in excess of the in- 
surable value of the applicant. 

Underwriting departments look 
favorably on cases where the debtor 
is gradually paying off an indebted- 
ness arising out of a legitimate busi- 
ness transaction especially where the 
borrower himself wants the insur- 
ance to guarantee repayment of the 
loan in the event of his premature 
death. 

When the.creditor requests the in- 
surance, the companies are apt to be 
more cautious. They feel that the 
creditor requests the insurance be- 
cause he feels that the borrower will 
not be able to pay off the loan before 
death. 

The underwriting department of 
one company puts it as follows: 
“When insurance is desired payable 
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ecutive Manager of. the Boston Credit Men’s Association, sent a letter 
to his membership on the subject of assignments for the benefit of 
creditors. This letter came to the attention of the National Paint, Lacquer 
and Varnish Association. It came so close to their thinking on the subject 
that they reproduced it and sent it out to their entire membership. 
The letter recently came to the editors’ attention, and, with the ide, 
that it should have a wider distribution, it is reproduced below. 


G sce before his untimely death, the late Arthur J. Duggan, Ex. 


“No Man Can Serve Two Masters 


“Back in the Biblical times, this fact was known as the truth, and all 
through the centuries it has been one of the maxims of jurisprudence. Yet, 
we blindly accept without question the fallacy of assignments for the “bene. 
fit” of creditors. Under this convenient legal blanket, a debtor makes an 
assignment of his assets over to his own attorney or someone else equally 
close to him and then that third party will write to all the creditors advising 
that the assignment:has been made to him for the “benefit” of the creditors. 
In theory that may be the case—in actual practice the attorney accepting 
this assignment as a trust is prohibited from doing the best possible job 
for the creditors because of his relationship with the debtor. This is no 
reflection upon the assignee, but the circumstances surrounding the assign- 
ment make it virtually impossible for this assignee to properly serve the 
creditors. 

For some time your Association has been considering the possibility of 
attempting through legislative action to correct this situation. There is 
no doubt that any attempt to bring about a correction of this nature will 
be fought very strongly in the Legislature. As is well known, most legis- 
lators are attorneys and have themselves acted as assignees at one time or 
another. If you have had any experience recently or in the past with 
assignments for the “benefit” of creditors and you feel that this experience 
would be of value to us in building up a case in connection with these as- 
signments for the “benefit” of creditors, it would be very much appreciated 
if you would send along the details to us. All of our members will be faced 
with many of these assignments in the near future, and we want to do 
everything in our power to take every step to correct this rather ridiculous 
situation. 

If an assignment were called what it really is, and that is an assignment 
for the benefit of the debtor, then the facts would be squarely on the table 
and treated as such. We fully realize the magnitude of the undertaking 
we contemplate and earnestly solicit your cooperation in sending to us 
any information or suggestions you may have in this connection. Send 
into your Association the next notice you get of an assignment for the 
“benefit” of creditors with the request that an investigation be made and 
a recommendation be sent to you regarding the matter.” 


“‘Don‘t Be Rushed Into Assenting to an Assignment 
That You Know Nothing About” 


to a creditor, the underwriter wants 
to know whether the indebtedness is 
old or new, whether it is protected 
by what appears to be satisfactory 
collateral, or if the loan has been out- 
standing for sometime and has not 
been reduced.” 

“Moderate amounts of creditor in- 
surance may be issued but such busi- 
ness has to be selected with consid- 


erable care as the experience on such 
insurance where sizable _ policies 
were involved has been more than 
double the standard mortality rate.” 


IFE insurance has now become 
accepted as an essential element 
in the protection of credit. More 
and more creditors are awakening to 
its importance. The field of life 
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insurance credit protection includes 
not only the individual policies de- 
signed for example to protect a mort- 
gage debt but large group policies 
which are drawn up to protect the 
creditor against the death of any one 
of many debtors. Life insurance 
executives look for even further ex- 
pansion and refinements in the use 
of life insurance to extinguish the 
debts of the deceaseds. 

This leads us to include a fifth 
“C” of credit—Coverage, or more 
specifically, insurance coverage. In 
defining coverage, where the man as 
well as the plant is important, life 
insurance should not be omitted. 


Insurance Buyers 


to Attend AMA 
New York Meeting 


NATIONAL conference in 

New York, May 26-27, of 

600 buyers and administra- 
tors of insurance from all types of 
business firms to discuss the effect 
of changing economic conditions on 
company insurance programs was 
announced by the Insurance Divi- 
sion of the American Management 
Association. 

The conference agenda will be 
based on a poll of more than 700 
insurance executives throughout the 
country which showed the following 
subjects to be of primary concern 
to insurance buyers today : 

1. The effect of the changing busi- 
ness outlook on insurance coverage. 

2. The impact of social legislation 
on insurance. 

3. The effect of taxes on loss set- 
tlements. 

4. Methods of evaluating a com- 
pany’s insurance program. 

5. Adequate coverage for multiple 
location risks. 

6. Retrospective rating on work- 
man’s compensation. 

7. Availability and cost of ocean 
marine coverage. 

Specially qualified buyers and rep- 
resentatives of underwriters will 
discuss these topics at five sessions 
during the two-day meeting. The 
final session of the conference will 
be devoted to a clinic at which all 
Participants may address questions 
to a special panel of authorities on 
special insurance problems including 
fire, liability, boiler machinery, and 
inland marine. 
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“CREDIT INSURANCE PROTECTED 
3 COMPANY A 


.-- while Company B Lost Heavily 





COMPANY A took out an 
AMERICAN CrepiT Insurance 
policy, and soon after the 
failure, received a check 
for its claim. 


How American Credit 
Insures Your Profits 
Against Credit Loss 


AMERICAN CREDIT insures your 
profits by guaranteeing payment 
of your accounts receivable .. . 
paying you when your customers 
can’t. Your policy also enables you 
to get cash for past-due accounts. 
You may select coverage for all 
accounts ...a selected group... 
just one account. 


With customer payments slowing 


OFFICES IN PRINCIPAL CITIES OF THE 


UNITED STATES AND CANADA 








When a competitor discovered a process to make a 
better product to sell at a lower price, a metal manu- 
facturer failed. By coincidence, two suppliers — each 
creditors for over $50,000 — had been contacted shortly 
before about AMERICAN CRepiT Insurance. 








COMPANY B did not in- 
sure its receivables saying, 
“We only sell to million 


dollar accounts.’ They re- 
ceived 42c on the dollar. 


Nici in inanimate natant cin tna nctatiaatasatpencttiectiist alge adtnttiediiasdnsstnjeciceiss stuiaideailsits soivuttiveiPCtnnies eta Naa Att AAQeeInNtnOOt tA NaN NOONE NEDA LAA AAA AAA Y 


down, it is now more important than 
ever for your company to insure 
its receivables. 

Your insurance program... 
designed to protect and conserve 
assets ...15 not complete unless it 
includes Credit Insurance. 

For information about AMERICAN 
Crepit Insurance, phone the 
AMERICAN CREDIT office in your 
city, or write AMERICAN CREDIT 
INDEMNITY ComPANy oF NEw York, 
Dept. 47, First National Bank 
Building, Baltimore 2, Maryland. 


PRESIDENT 
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GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


ae 
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In the 
MODERN 


oftice 


NEW portable posting and 
figuring machine, designed 
to give smaller business or- 

ganizations mechanical bookkeeping 
advantages previously available only 
in much more expensive accounting 
equipment, has been announced by 
Underwood Corporation. In addi- 
tion to posting of accounts receiv- 
able, accounts payable, general 
ledger, payroll and other records, 
this Underwood Sundstrand Port- 
able Posting Machine can be used 
for problems of addition, subtrac- 
tion, multiplication and division. A 
complete record and proof of all 
work is automatically printed to per- 
mit accurate checking of all figures. 

Operation of this machine can be 
learned in a very few minutes, since 
all work is accomplished with the 
ten key natural sequence keyboard 
built for touch figuring. A con- 
venient slide automatically selects 
the debit or credit column, and dates 
and descriptive symbols are auto- 
matically printed. The portable fea- 
ture of the machine makes it adapt- 
able for use on a desk, stand or 
table, and the completely enclosed 
motor and streamlined front feed 
carriage functionally designed for 
neat appearance as well as utility 
make it an attractive asset for any 
office. 

The machine is built for all forms 
in standard business use. 

Underwood also announces a new 
series of carbon paper inks for bet- 
ter copy results. These inks, used 
in the manufacturer’s Gold Box Dis- 
tinctive Brand typewriter carbon 
papers, give increased sharpness and 
legibility of typewritten impressions, 
wear longer with improved uniform- 
ity of writing strengths, and feature 
improved cleanliness and ease of 
erasure. 

These new carbon papers are 
treated with Vinylite, a plastic com- 
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pound, to prevent curling and in- 
crease tissue strength. The carbon 
papers are available in black only 
on light, medium or standard paper 
with a choice of five degrees of ink- 
ing from soft to hard. 


HE latest news in the line of 

desks comes from the Cole Steel 
Equipment Co. The new desks are 
available in various combinations. 
One arrangement offers the filing 
capacity of a regulation 4-drawer 
letter size filing cabinet, enabling 
the user to keep all his records at 
his finger tips. Another variation 


has a safe on one side and 2 letter 
size drawers on the other ; while still 
another is equipped with 3 letter 
size filing drawers and a safe com- 
partment under lock and key for 
books and valuable papers. 

The steel desk top is covered with 
linoleum and trimmed with a fine 
aluminum edging. They may be 
obtained in Cole gray, or green as 
well as luxurious mahogany, grained 
walnut or knotty pine. 


WIRE recorder that’s not a 
wire recorder is the newest 
equipment to be introduced in the 
office dictation field. Developed and 
being released by the Peirce Wire 
Recorder Corp. of Evanston, IIl., the 
new machine utilizes wire as a high 
fidelity recording medium. But the 
development of a Wire-o-matic Cart- 
ridge and of other design features 
that are tailored to office dictation 
needs make the new Peirce a dicta- 
tion system—completely unlike con- 
ventional wire recorders in appear- 
ance, operation and applications. 
Developed after seven years of re- 
search, the cartridge is regarded as 
the outstanding feature of the new 
equipment. It eliminates handling of 
the wire; it simply slips in and out 
of the machine by the touch of a 
spring lever. It can hold any amount 
of dictation up to an hour, and a 
magnetic erasing feature makes pos- 


sible its being re-used more than 
100,000 times. 

With magnetic erasing, previous 
sounds are erased as a new recording 
is made. The executive merely talks 
his correction over the error and 
needs no marking slips. 

Although the manufacturer calls 
the Peirce a “dictation system, not 
a wire recorder”, the quality of voice 
reproduction is identical to that of 
wire recorders used by radio stations 
and others requiring high fidelity. 

The Peirce system includes an 
“Executive Dictator” which oper. 
ates by exclusive push-button con- 
trols and a “Super-Transcriber” 
that features patented foot controls 
with an automatic back-spacing in- 
novation. 

The system is especially suited for 
large offices that have typing pools 
and that earn large savings from re- 
use of the Wire-o-matic Cartridge. 

A Master Model is also available 
that can be used for both dictating 
and transcribing. 


EANS for re-printing address- 

es or other information can be 
combined with any business record 
by use of the Record-Master Sys- 
tem announced by the Master Ad- 
desser Company, 5508 Excelsior 
Ave., Minneapolis 16, Minnesota, 


Gummed Record- Master Labels 
are prepared in the typewriter with 
hectographic carbon in the same 
manner as spirit duplicator masters. 
The label is then moistened and 
affixed to the record form. 

As the form is handled (for mak- 
ing statements, follow-ups, etc.) it 
is inserted in the machine together 
with the envelope, card, or state- 
ment to be addressed. A pull on the 
handle makes the impression. Ad- 
dresses can be re-printed 50 to 10 
times. 

Record-Master Labels add_ but 
very little bulk to the files and are 
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yery inexpensive as compared to 
other addressing systems. The Mas- 
ter Addresser with Record-Master 
Attachment which forms the print- 
ing unit can also be used to address 
general mailings. For this applica- 
tion, the list can be typed on a long 
strip of paper tape. Addresses can 
be imprinted at speeds up to 20 per 
minute. 


DDED to Remington Rand’s 

line of commercial and portable 
typewriters is the new Remington 
Electric DeLuxe Typewriter which 
introduced several new operating 
features. An all-purpose typewriter, 
the new model boasts a convenient 
front control panel, placing every 
important control at the operator’s 
finger tips. Uniformity of speed and 
type-impression is obtained with a 
constant-speed electric motor. Fin- 
ished in a two-tone gray, the Elec- 
tric DeLuxe introduces white and 
blue “finger fit” keys designed for 
maximum operating speed. 


Men's Furnishings 
Group Is Optimistic 


New York: Because merchants have 
been forewarned and have had ample time 
to build up their working capital to take 
care of “rough periods,” no deluge of 
failures is expected by the manufactur- 
ers of men’s furnishings who supply those 
retail outlets with their stocks. This op- 
timistic outlook was indicated at the 
Spring conference of the Men’s Furnish- 
ings Manufacturers Credit Group which 
was held Tuesday, March 29, in the 
Gramercy Park Hotel. The credit unit, 
which is affiliated with the New York 
Credit Men’s Association, heard speakers 
during the morning session and partici- 
pated in panel discussions during the 
afternoon of the all-day conference. 

The conference’s purpose was to ana- 
lyze the events of the past six months 
and to attempt to project future condi- 
tions in the men’s furnishings manufac- 
turing industry during the remainder of 
the year. The sessions also served to 
bring the views of retailer and credit 
Managers together so that both could 
more sympathetically understand the 
other’s problems and together evolve pro- 
grams which will benefit their operations. 

Review and adjustment of credit de- 
partment operating procedures were noted 
by a great number of executives toward 
meeting the needs of retailers in light 
of present day conditions. 

_The majority of firms reported satisfac- 
tion with the way their customers had 
liquidated Fall, 1948, obligations but the 
questionnaires indicated a general feeling 
for the need of proper inventory control 
i order to secure maximum turnover. 
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ls Operating Cash 
Your 1 Problem? 









You should 
read this 


TIMELY 
Book 


Ore NEW BOOK presents an enlight- 
ening discussion of the financial problems 
facing an increasing number of manufacturers and 
wholesalers . . . tells how hundreds of companies are securing the extra cash they 
need to operate smoothly and efficiently. Companies throughout the country, in a 
wide variety of industries, are using our Commercial Financing Plan to a total of 
over $200,000,000 annually. Here are some of the reasons for its popularity: 


1. It provides substantially more cash than operation, requires no change in accounting 
is available from usual borrowing sources. methods. 

2. It continues year after year .. . uninter- 6. Relations between you and your cus- 
rupted by renewals, calls or periodic cleanup tomers are undisturbed. 

of ae. y 5 7. You can start quickly. Through our net- 
3. The net cost of using the plan is reason- work of offices it is not unusual for cash to be 
able. You pay interest on a day to day basis made available the day a request originates. 


... only for money you actually need and use 
. instead of for a fixed amount over a fixed 
period of time. 


To get the complete story of our Commercial 
Financing Plan write or phone the nearest 
CommerciAL Crepit Corporation office 


4. There ~ no interference — manage- below for our new book, “How To Have AN 
ment, no infringement on control. ApEQUATE AND COoNTINUING SOURCE OF 
5. The plan is simple and automatic in its OperaTING Casu.” 


COMMERCIAL FINANCING DIVISION: Baltimore 2 = New York 17 = Chicago 6 
Los Angeles 14 = San Francisco 6 ® Portland 5, Ore... and more than 300 other 
financing offices in principal cities of the United States and Canada. 





Accounts Receivable System 
(Continued from page 12) 


For Item (s) Borrowed From KolecteAeiatic File on 


{i nave borrowed from the sAccounts Receivable KolecteA-Matic files 


the following item (s) for which I an responsible until returned and 


which I promise to return as soon eas possible: 


Ledger No. 


Complete Data On Papers Taken: 


Description 


Checked Out By 


Signed 


Returned 


Name 


Address. 


Taken By 


Signed 


Checked In 


The borrowing of documents from the files presents no difficulty 
when this simple receipt is substituted for them. 


ently costing about $3,000 each 
(new) have been eliminated. The 
only mechanical device used is an 
electrically operated desk adding ma- 
chine. Machine maintenance costs 
and time lost through machine break- 
down are iliminated. Noises from ac- 
counting machine operations do not 
now disturb the work and impair 
efficiency of other office employees. 

3. One reference place contains all 
information as to a particular cus- 
tomer. The customer’s file is an ex- 
act duplicate of data given the cus- 
tomer and contains a complete 
record of all transactions. It is not 
necessary to refer to a ledger card 
for dollar figures and be referred 
from there to various other files for 
details of postings. Errors of post- 
ing operations are cut out. 

4. The customer’s pocket contains 
open items only. It is not necessary 
to pick out open items from ledger 
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sheets showing all postings. Aged 
trial balances and statements are 
more easily and quickly prepared in 
that reference is necessary to open 
items only. Incidentally, a query 
made of our customers indicated that 
only about five percent require state- 
ments. 


5. Credit approval is faster ang 
more accurate. The credit history 
cards fastened to the front of por. 
kets providé much more information 
than reference to a ledger card and 
are much handier than credit jp. 
formation cards kept elsewhere. A 
bookkeeper, rather than the credit 
manager, approves bulk of orders, 

6. Collection procedure is faster 
and simpler. The signals on the 
front of pockets indicate the past 
due accounts at a glance and no time 
is spent on current accounts. 

7. All information necessary fora 
complete customer analysis is avail- 
able in one place. Customer’s cur- 
rent and closed file give all detail 
needed as to dollar value, volume 
and type of product purchased ; pay- 
ment record and adjustments made 
during any desired period of time. 

8. Less floor space is needed. The 
present system occupies about one- 
third less floor area than the previous 
system. 

9. The time and effort of carry- 
ing trays are now negligible. Under 
the previous system ledger trays 
were placed in fire-resistant safes 
overnight, taken out and placed ona 
stand each morning and carried from 
stand to machine and back to stand 
as each ledger was posted. Except 
for preparing aged trial balances and 
other rare occasions trays always re- 
main in a fire-resistant desk where 
all placing in and taking out items 
from pockets is done. 

As a matter of information we are 
metal fabricators manufacturing 
water heaters, blow torches, firepots, 
furnace pipe and fittings, sheet steel 
farm equipment and builders’ hard- 
ware. Outlets of our products are 
the bona-fide jobbers and farm out- 
lets. 


Should Regulation W be extended 


(Continued from page 4) 
has been an important factor. The 
use of instalment financing has in- 
creased aggregate consumer demand 
during upswings and decreased ag- 


grevate consumer demand during 


downswings. These immediate ef- 
fects, largely in the durable goods 
area, have been accompanied by sec- 
ondary impacts on total output and 


employment in the economy. As a 


net result, unregulated consumer in- 


stalment financing has accentuated 
general economic instability. 


NE reason why _ instalment 

credit has made for instability 
is the tendency in’ boom times for 
sellers to expand their sales by eas 
ing down-payment and contract ma 
turities rather than by reducing 
prices and improving quality and 
service. This encourages compet 
tors to do the same. This compet 
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tive relaxation in credit terms fosters | 
an unsound credit structure in the 
id instalment business as a_ whole. 
'Y Benders eventually become loaned i ? H P 

Bf up or overextended. When they get eres Ow tO ut 
1 F into this situation under boom con- 


nd FF sitions because of easy credit terms, Your Best Foot Forwart d in 
N- & jt is not healthy for the economy. 

A Another reason for the unstabiliz- ° 

lit ing effects of instalment credit is that Credit Cor respondence 


| individual consumers are tempted to 
&t & incur debt beyond their means. Easy 
he B credit terms prove far from easy to J : 

St Bf the consumer who must forego other Every working day of the year Credit Executives have 
m — rig in — . to write many letters asking their customers to do some- 
meet the iscipline of regular an ° “ ° e ‘s 
i cate gems, 1h: dinubd: be 20- thing. Note that: asking their customers to do something. 
i B membered, too, that even a light 


If burden of instalment debt when in- Whether those customers will do what they are asked to 
‘ll B comes are at boom levels may be do will depend in many cases on how skillfully they are 
N€ B too heavy when a depression comes. asked. 


)- & instalment credit is a financing me- 
fe B dium for the masses; and at the 
present time, probably one out of 


H. M. Sommers’ new book, Psychology in Credit Let- 


ie IE every. three lower and middle in- ters, is a goldmine to the Credit Executive faced. with 
c come families is indebted for instal- troubling problems in correspondence. The book shows 
‘ & ment payments. A surfeiting of the the proper psvch i i 
: ological approach to difficult customers 

market for instalment credit through th ant th . on he di hisel a It 
)- & too easy credit terms cannot fail to eer i inaadeabattdniagens moe ree ' 
 B have, at some point, far reaching points out how the customer’s own basic instincts can be 
ys & repercussions on sustained consumer made to impel him to do what you want. 
*S & buying of durable and other goods. 
: a ; : 
: When total production in the econ- Volume after volume, article after article, have 

omy is at or close to its maximum b : hi bj E 1] f , 
d fF limit, consumer instalment credit is oe Srna an : a See — a 
: unstabilizing because it contributes ample has been printed of the successful credit letter. 
! to es paniee: This oc- But never before has anyone gone to the trouble of 
* @ curs for two reasons. First, a large : , i - 
# I jart of iustalnent ceodit is financed analyzing these letters so carefully, showing why cer 
8 Ml directly or indirectly through bank tain sentences and phrases can have such telling ef- 

credit. When bank credit expansion fect, how you can make your credit letters infinitely 
€ BF adds to an excessive money supply, more effective. 
§ @ it feeds inflation, because more 
S, : ° - ‘ ° . ° 
| spain gta a There is a very limited number of copies still available, 
t same amount of goods. Second, the cloth bound, at $3.00 a copy. Send in your order now while 
¢ & credit dollars paid for consumer dur- it can still be filled. Postage prepaid if check is sent with 
' F able goods do not stop circulating order. 


when received by producers of those 
goods. They continue to circulate 
and become income and money de- 
mand for others. Thus, when output 
' is already at maximum levels, ex- 
pansion of instalment credit cannot 
call forth more goods. It can only 
swell demand in relation to supply. 


Publications Department 
National Association of Credit Men 
One Park Avenue, New York 16, N. Y. 


; This inevitably means rising prices, Gentlemen: 

it - only. of consumer durables but Please send me ...... copies of PSYCHOLOGY IN 
, P % cther consumer goods as well. CREDIT LETTERS, by H. M. Sommers. 

ig O MUCH for background com- ines 32 DIS Cris ed Lt 8d ei ae Cj Bill me. 

id ment on consumer instalment fi- 

i tons. You are all familiar with SET) ey ae CO Check enclosed. 


; p the war and early postwar develop- 
ments in this field and with the 


ES A A A A LS SS Se 
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birth, demise, and resurrection—at 
least to June 30—of Regulation W. 
I need not remind you that when 
the previous Regulation W was dis- 
continued by Congressional action, 
there was a fairly widespread feeling 
in business circles that postwar con- 
ditions of abnormal consumer goods 
demands had largely run their 
course; that inflationary pressures 
had been substantially spent; and 
that, in any case, instalment credit 
lenders in their own interest could 
be counted on to adhere to conserva- 
tive financing practices. 

This appraisal of the economic 
situation proved to be premature. 
Within a few months after wartime 
Regulation W expired, inflationary 
tendencies again became dominant. 
A vital factor in the inflationary de- 
velopment was the expansion of all 
forms of credit, including consumer 
instalment credit. Accompanying 
these trends there was a sharp and 
rapid deterioration of instalment 
credit standards. 

In the face of these conditions and 
the threat of continuing inflation sus- 
tained by credit expansion, the Con- 
gress, in the special session last sum- 
mer, enacted legislation to permit the 
Federal Reserve System to restore 
Regulation W and also gave the 


System increased authority over the 


reserve requirements of member 
banks. Armed with this authority, 
the System was able to broaden its 
program of credit restraint. That 
program included somewhat higher 
short term interest and discount 
rates, maintenance of high margin 
requirements on stock trading, re- 
imposition of Regulation W, and 
higher reserve requirements for 
member banks. 

Regulation W as _ reintroduced 
was merely one part of a policy of 
wide scope. This is important to re- 
member because it would be a mis- 
take to regard Regulation W alone 
as a cure-all or a sufficient instru- 
ment, by itself, to assure sound credit 
conditions. Considered in this set- 
ting, Regulation W, as reinstated 
last September, had the following 
primary and subsidiary purposes : 

(a) to restrain inflationary 
credit spending for consumer 
durable goods ; 

(b) to reduce the threat to 
future instability of excessive 
instalment debt ; 

(c) to prevent financial posi- 
tions of lenders from becoming 
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dangerously overextended; and 
(d) to supplement and rein- 
force a general program of anti- 
inflation monetary restraint. 
The regulation was given the same 
general form that the previous regu- 
lation had when it lapsed about a 
year earlier. 


HE coverage and terms of the 
Base Regulation W were designed 
to be restrictive enough gradually to 
eliminate excessive further expan- 
sion in instalment credit outstand- 
ings. It was not the objective, as 
had been made clear before Congres- 
sional Committees, to force a con- 
traction in outstandings. The Board 
felt that under the conditions then 
prevailing, the aim should be to slow 
up the growth in these outstandings. 
In adapting the regulation to this 
end, the Board consulted extensively 
with the trade, either directly or 
through the twelve Reserve Banks 
and their twenty-four branches. 
Very careful study was given to con- 
ditions and practices in the durable 
goods and instalment financing fields 
as well as to conditions in the econ- 
omy generally. 

Since the present program of 
credit restraint was initiated, of 
which Regulation W is only one 
part, there has been an over-all 
abatement in inflationary pressures. 
The slowing down has been general. 
It cannot be said to be localized in 
consumer durable goods lines, al- 
though the indications are that some 
of these lines have been affected. In- 
stalment credit growth has slackened 
but has by no means ceased. 

These are salutary developments. 
They are in part attributable to gen- 
eral credit policies, including Regu- 
lation W ; but they are doubtless due 
also to other economic factors. In 
any case, it is very desirable to have 
a more balanced economic condition 
emerge. Our problem has become 
somewhat different from what it was 
last fall. The problem now is to 
bring about and then maintain a 
condition of reasonable balance be- 
tween forces of inflation and forces 
of deflation—in short, to maintain 
stability at high levels of economic 
activity. 

As you are all aware, Regulation 
W has recently been modified to take 
account of the somewhat changed 
economic situation, particularly in 
the credit area affected by the regu- 
lation. A regulation of this sort, 


which applies to one particular type 
of credit, has the advantage of being 
selective. It can be tightened or re. 
laxed in accordance with conditions 
in this credit sector without neces. 
sarily signifying a final judgment as 
to the broad economic outlook. Ac. 
cordingly, if it turns out later that 
instalment credit is again expanding 
excessively, the terms of the regu- 
lation can be made more stringent, 
Conversely, if economic conditions 
and the trend in the instalment credit 
area turn in the opposite direction, 
the terms can be relaxed. 


teeneaid policies are intended to 
be flexible methods of contribut- 
ing to a balanced, stable progress, 
If changes in policies are found to be 
desirable to meet altered conditions, 
it is the responsibility of the credit 
authorities to make those changes. 
Necessarily, decisions as to policy 
changes have to be related to the 
over-all credit and economic situa- 
tion. Studies of changing economic 
conditions are continuously being 
made by the Reserve System; and 
through the Reserve Banks and 
branches, the Board is constantly 
and closely in touch with shifting 
currents of activity in commerce, in- 
dustry, and agriculture. 

We are always glad to have the 
benefit of discussions with those af- 
fected by the Regulation. We hope 
that you will always feel free to con- 
sult with us either personally or 
through your Association’s repre- 
sentatives. Federal Reserve officials 
are genuinely appreciative of the co- 
operation and help we have had 
from Associations and their officers 
in connection with Regulation W, 
and also, of course, in connection 
with other matters of mutual con- 
cern. 


N CONCLUDING my comments 

to you on Regulation W, I should 
like to emphasize the fact that it is 
not the explicit purpose of Regt- 
lation W to protect any one who 
gives or receives. consumer credit 
or to regulate competitive trade prac- 
tices. At the same time, the Regu- 
lation does have certain desirable 
by-products. Their tangible effects 
are fewer credit losses for business, 
fewer cases of family distress be 
cause of excessive or improvident 
consumer indebtedness, and credit 
competition that accords with sound 
credit standards. 
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There is the philosophy of rugged 
individualism which holds that it is 
not the business of government to 
protect businesses or individuals 
against their own folly. There is also 
acontrasting philosophy that regula- 
tion which helps to bring about 
greater economic stability is entirely 
consistent with democratic and cap- 
italistic institutions and with the ob- 
jective of the greatest good for the 
greatest number. Such regulation 
should, of course, impose a minimum 
of government interference. I am 
for such regulation—not for regi- 
mentation. 


E SHOULD recognize that in- 
stalment credit—-carried to 
undesirable extremes—can endanger 
our economy and our social system. 
“Credit” is merely a more palatable 
name for “debt.” Mr. John J. Schu- 
mann, Jr., president of one of the 
large sales financing companies, 
spoke with profound wisdom when 
he stated in 1947: 

“Easy” credit terms are not 
easy. They are expensive. Every 
instalment buyer or borrower 
should understand that simple 
basic fact. As we have pointed 
out repeatedly in the past, the 
cheapest way to buy a car is to 
pay with one’s own cash. The 
next cheapest wasy is to pay 
down as much as possible and 
pay off the balance as soon as 
possible. The most expensive 
way is to pay down as little as 
possible and string out the bal- 
ance as long as possible. The 
sound way to buy a car on time 
payments is to buy it on the 
most conservative terms one can 
comfortably afford. 

A person who buys more 
credit than he needs is simply 
throwing money away. A per- 
son who contracts to pay beyond 
that which he can comfortably 
afford is begging for trouble 
and will probably get it. 


FXCESSIVE debt means living 
beyond our means. The individ- 
ual whose future income is heavily 
mortgaged loses that spirit of self- 
teliance which we all recognize as 
the backbone of our nation. Instead 
of the satisfaction and confidence 
that come with building up a nest- 
€gg of savings, he has the misery of 
trying to keep his head above an 
engulfing ocean of debt. If he loses 


his job or has sickness in his fam- 
ily, he is without resources. Having 
already used up his borrowing 
power, he has no place to turn—no 
place save one: his government. 
Multiply that by several million peo- 
ple and you have an appalling prob- 
lem on your hands. 

You may say that he should not 
have overcommitted himself, that he 
should work out his own salvation. 
True. But we may as well frankly 
face the fact of what very probably 
will happen. Since society encour- 
aged the misuse of instalment credit, 
society—acting through Government 
—will find itself trying to salvage 
the situation. We saw something of 
mortgage moratoriums and govern- 
ment intervention in the 1930’s. But 
with millions overextended in instal- 
ment credit, the 1930 experience 
could be mild by comparison. That 
would not be a pleasant prospect. 

Please do not misunderstand me. 
I am not an alarmist. I am not crit- 
icizing the reasonable use of instal- 
ment credit. But when we are 
calmly considering the subject to- 
gether, I think we should realize 
where the mass abuse of instalment 
credit can lead. Those who oppose 
moderate restraints on consumer 
credit, as represented by Regulation 
W, would do well to consider care- 
fully the responsibility or risk they 
may be assuming. Regulated credit 
is far better, to my mind, than social- 
ized credit. 


HE Federal Reserve Board of 

Governors, as you know, has con- 
cluded that reasonable regulation of 
consumer instalment credit on a con- 
tinuing basis will make for sounder 
credit conditions and for greater eco- 
nomic stability. We have made this 
recommendation to the Congress, 
with the President’s endorsement, 
only after extended experience and 
study. We would prefer, as you 
would, to have no regulation of in- 
stalment credit terms. Certainly, we 
do not seek responsibility for the 
regulation—it is at best an onerous 
task. We believe, however, that the 
economic record in support of Regu- 
lation W, flexibly administered for 
the purpose of preventing excessive 
expansion or excessive contraction 
of instalment credit, is clear. 

The Reserve Board is under no 
illusions as to the potency of Regu- 
lation W in contributing to economic 
stability. By itself, it is not and 
cannot be a panacea, a guaranty of 
economic stability. For that matter, 
it does not have sufficient impact 
either to prevent a boom or to pre- 
vent a bust. But it is unquestion- 
ably a useful tool, supplementary to 
reserve requirements and _ other 
available instruments, to influence 
credit conditions in the interest of 
economic stability. In recommend- 
ing legislation to continue Regula- 
tion W, the Board has tried to put 
the legislative issue in this light. 


This is as true for you as it is for any other business. 
Statistics indicate that when accounts receivable 
records are destroyed 404, to 604 prove uncollectible. 


There is also considerable expense involved when 
records are replaced. We will mail you on request 
an explanation of how you can be protected against 


such losses, 


THE PHOENIX-CONNECTICUT GROUP 
OF FIRE INSURANCE COMPANIES, HARTFORD, CONN. 
Combined Statement December 31, 1947 


Assets . . e e 
Liabilities . . ° 
Surplus to policyholders - 


Losses paid to December 31, 1947 
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° $106,262,644 
- 51,292,949 
. 54,969,698 
+ 422,207,611 
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PRESIDENT 


CHARLES £. FERNALD 
FERNALD AND COMPANY 
(787 Chestnut St., Philadelphia 3, Pa. 


VICE PRESIDENTS 
EASTERN DIVISION 


CAMILO RODRIGUEZ 
DAVOL RUBBER eae 
69 Point St., Providence 2, 


CENTRAL DIVISION 


EDWARD N. RONNAU 
goes garet. a VARNISH =. 
. x 389, Kansas City, Mo. 


WESTERN DIVISION 


ARTHUR R. WILSON 
AUTO EQUIPMENT CO. 
14th & Lawrence Sts., Denver 17, Cele. 


DIRECTORS 


CHARLES W. CAYTEN 
GENERAL TIRE & RUBBER CO. 
Holmes St., Dallas {, Texas 


J. CHESMAR 
HUBBARD & COMPANY 
6301 Butler St., Pittsburgh |, Pa. 


HAROLD L. CUMMINGS 
WESTINGHOUSE ELEC. SUPPLY CO. 
253 East Fourth St., St. Paul {, Minn. 


MISS MARY E. CURRAN 
sues. ee & STRATTON CORP. 
640 Commonwealth Ave., Boston (5, Mass. 


OTTO E. DREUTZER 
THE ALMS & DOEPKE CO 
Central Parkway, Cineinnati, Ohio 


VICTOR C. EGGERDING 
GAYLORD CONTAINER CORP. 
{tt N. 4th St., St. Louls 2, Me. 


EARL N. FELIO 
COLGATE-PALMOLIVE-PEET at 
105 Hudson St., Jersey City 2, N. J. 


—— L. FRANKLIN 
PITTSBURGH PLATE 


ss CO 
Gullferd, Bath ‘ Holl aa Baltimore, Md. 


& GAUSBY 
S. eaee & SWASEY Co. 
5701 Carnegie Ave., Cleveland 3, Ohie 


HAROLD H. GLOE 
MORRISON-MERRILt & CO. 
rd West Sts., 
Sait" ide city 7 utah 


MISS BESS R. HAVENS 
FIRST NATIONAL BANK 
Chenange St., Binghamton, N. Y. 


T. B. HENDRIC 
COLLINS, DIETZ, MORRIS C 
{ West Main St., Oklahoma city. {, Okla. 


a = A. HERBST 
BST SHOE MFG. 
236 oN 29th St., Milwaukes 10, Wis. 


E. WILLIAM LANE 
a SCREW senreny 
21 Stevens St., Providence, 


D. M. MESSER 
DOHRMANN COMMERCIAL CO. 
301 Butler Bidg., San Francisco, Calif. 


Ge0nes H. NIPPERT 
PROCTER & GAMBLE 
DistmIBUTING co. 
West Jackson Bivd., Chicage 4, III. 


CARL O. PANKS 
TACOMA FEED COMPANY 
524 Puyallup Ave., Tacoma i, Wash. 


GRAHAM H. ROTHWEILER 
HELLER BROTHERS COMPANY 
865 Mt. Prospect Ave., Newark 4, N. J 


Laster ,& SCOTT 
Ll. BRUCE COMPANY 
P: 0. Box 397, Memphis 1, Tenn. 


ARTHUR E. SLACK 
1. W. PHILLIPS & CO. 
Morgan & Bell Sts., Tampa, Flerida 


A. J. SUTHERLAND 
eet TRUST & SAVINGS 
Firth Ave., San Diege 12, Calif. 


ROSS J. ULMAN 
ee ro GOODS CO. 
Sth and Howard Sts., Omaha 8, Nebr. 


ROBERT YOUNG 
BETHLEHEM Sree. co. 
Bethiehem, Pen 


A. F. ZOELLNER 
JOHN K. BURCH CO. 
217-219 Division Ave. So., 
Grand Rapids 2, Mich. 
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Report 


To Each Member of National: 


It is a gratifying coincidence that I am able to conclude this 
administration on home grounds, when the Credit Men’s Associ- 
ation of Eastern Pennsylvania sponsors the 53rd annual NACM 
Credit Congress at Atlantic City. 


At that time, we can join together to consider the past, to 
evaluate the present and to contemplate the future in a manner 
that is reserved to those of us who are privileged to retain the 
American. Way of Life and who still have a voice in determining 
our individual and collective destinies. God willing, we shall 
continue to work together, in groups of common interest, ever 
mindful of the impact of our policies and decisions upon the 
greater concept of National and World Economy but equally 
determined to protect with the resources at our disposal the 
fundamentals upon which our people have prospered and pro- 
gressed. 


At Cleveland, I accepted the gavel and soon realized that it 
was weighted with responsibility for a successful administration. 
Equally obvious was the fact that the other Officers, the Directors, 
the members of the Staff, the local-official families and individual 
Members were ready and able to assist and counsel through all 
the year. Any measure of success attained by the administration is 
due to the unstinting effort of Credit Men and Women through- 
out the organization. My unbounded gratitude is extended to all 
of you who have shared the burden and made my term of office 
both enjoyable and instructive. 


KNOW YOUR NATIONAL 


Chrarreo® ,trruald 


President, National Association of Credit Men 
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Last Minute Hitches lroned Out, Credit 
Congress Will Be Smooth-Running Affair 


S YOU read this you are prob- 
A ably packing for the trip to At- 
lantic City for the 53rd Annual 
Credit Congress. As it is being written 
the final details have been made for the 
various sessions, general and specialized. 
As always happens on occasions like 
a large convention, several last minute 
changes have to be made due to unex- 
pected business, laryngitis, changing train 
schedules that make connections impos- 
sible and the like. In the case of the 1949 
Credit Congress these last minute changes 
have been fairly negligible, to the relief 
of all concerned. 

The roster of speakers engaged for the 
Atlantic City convention is an impres- 
sive one. In all there will be thirteen 
addresses given during the general ses- 
sions, including the regular keynote ad- 
dress which will, as always, be delivered 
by Henry H. Heimann, Executive Man- 
ager. 

Other speakers include: 

Laurence H. Hall, British-American 
humorist; Thomas H. Nelson, President 
of Executive Training, Inc., and a part- 
ner of Rogers & Slade, Management Con- 
sultants, New York; Randolph W. Hyde, 
Treasurer, Carnegie-IIlinois Steel Corp. ; 
John H. Vogel, Vice-President, Mein- 
hard, Greeff & Co., New York; Dr. H. 
E. Luedicke, Executive Editor, Journal 
of Commerce, New York; Alvin Burger, 
Director of Research, New Jersey Cham- 
ber of Commerce; Dr. W. A. Paton, 
Professor of Accounting, University of 
Michigan; Vergil D. Reed, Associate Di- 
rector of Research, J. Walter Thompson 
Co., advertising agency, New York; P. 
L. Smith, President, National Associa- 
tion of Electric Companies; Edmond M. 
Hanrahan, Chairman of the Securities 
and Exchange Commission; William L. 
Batt, President, SKF Industries, Inc., 
Philadelphia; and Walter Trohan, Chief 
of the Washington Bureau of the Chi- 
cago Tribune. 

Two of the general sessions have been 
built round a central theme. On Mon- 
day afternoon, May 16, the theme is 
‘What can the credit maanger do to be- 
Come more competent.” Wednesday after- 
noon’s theme, May 18, is “Credit Wea- 
thervanes in a political economy.” Time 
has been allowed also for question periods 
and discussion. 


The first meteing of charter members 
of the Credit Research Foundation will 
be held during the convention. 


OREIGN traders will have an oppor- 

tunity on Wednesday to get together 
with others in the foreign field and dis- 
cuss the credit problems of exporting. 
During the annual foreign trade luncheon, 
three experts will discuss the significant 
aspects of foreign trade. This will not be 
a panel discussion in the accepted sense 
so much as a three-way conversation, 
informal and impromptu. The three ex- 
perts are Wilbert Ward, Vice-President 
of the National City Bank of New York, 
who will also preside at the luncheon; 
Kenneth H. Campbell, Manager of the 
Foreign Commerce Department, Cham- 
ber of Commerce of the United States, 
and former manager of the Foreign 
Credit Interchange Bureau; and William 
S. Swingle, Executive Vice-President, 
National Foreign Trade Council, Inc., 
and formerly Comptroller of the Na- 
tional Association of Credit Men. 

Following the luncheon the annual 
round table conference will be held under 
the chairmanship of Alexander H. Gentes, 
Vice-President of the Guaranty Trust 
Company of New York. The agenda will 
include questions and problems regarding 
countries, dollar shortages, collection ex- 
periences, discounts, export, import and 
exchange controls. 

Members of the round table panel are: 
E. C. Butland, The Quaker Oats Co.; 
F. E. Byrne, Cannon Mills, Inc.; L. D. 
Duncan, National Distillers Products 
Corp.; D. W. Earl, Thomas J. Lipton, 
Inc.; E. H. Figush, The Grabler Manu- 
facturing Co.; A. E. Gotsch, The Stude- 
baker Export Corp.; J. C. Hajduk, Vic- 
tor Chemical Works; G. A. Hankins, 
Goodyear Tire & Rubber Export Co.; 
W. N. Lawson, Medusa Portland Cement 
Co.; A. H. Mader, American Chicle Co.; 
C. Rodriguez, Davol Rubber Co.; F. P. 
Smith, Bristol-Myers Co.; P. E. Smith, 
International General Electric Co.; C. E. 
Strachan, Parke, Davis & Co.; I. C. 
Tietze, Federated Metals Civ., American 
Smelting & Refining Co.; E. J. Toner, 
The Philadelphia National Bank; E. C. 
Van Gorder, Durkee Famous Foods; E. 
B. Vickers, Link-Belt Co., and C. M. 
Weyand, Nash-Kelvinator Corp. 
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New York Elects 
L. D. Duncan as 


1949 President 


New York: L. D. Duncan, general 
credit manager of National Distillers 
Products Corp., was elected president of 
the New York Credit Men’s Association 
at its annual meeting May 5. 

F. J. O’Connor, of H. A. Caesar & 
Company, was elected first vice-president, 
and F. W. Zander, United States Ply- 
wood Corporation; R. G. Woodbury, 
Textile Banking Company, Inc.; E. W. 
Moon, Jr., Otis Elevator Company, were 
elected vice-presidents, and William F. 
Egelhofer, of Henry Glass & Company, 
treasurer. 


Three Associations 
Again Plan Joint 
Business Survey 


HE Credit Men’s Associations of New 

York, Chicago and Los Angeles are 
again joining together to present a com- 
posite report on the state of the nation’s 
business as they see it. 

Identical copies of a questionnaire have 
been mailed to the members of the three 
associations. Responses will be tabulated 
in both composite and comparative form 
and will be published in these columns 
in the earliest possible issue 


Blaine Heads Seattle 
Chest Budget Committee 


Seattle: Edward L. Blaine, Jr., Past 
President of the National Association, 
has been appointed chairman of the budget 
committee of the 1949 Seattle-King 
County Community Chest. 

The budget committee studies all al- 
locations made to Chest-supported agen- 
cies and examines the budgets of the serv- 
ices to determine the goal of the annual 
fund-raising campaign. 


Frank H. Kidd 

Dallas: Frank H. Kidd, chairman of 
the executive committees of Graham 
Brown Shoe Co., and Austin Shoe Stores, 
died April 19. Mr. Kidd was a past 
president of the Dallas Wholesale Credit 
Men’s Association. 
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North Central 


Conference Held 
At Duluth, Minn. 


Duluth: The Hotel Duluth was the 
scene of the North Central Credit Con- 
ference April 8 and 9. Representatives 
were present from Minneapolis, St. Paul 
and Duluth in Minnesota and Fargo and 
Grand Forks, North Dakota. 

On Friday, April 8, business was re- 
stricted to registration, after which there 
was a reception and entertainment fol- 
lowed by smorgasbord. Saturday morning 
was given over to six group meetings. 
These meetings were followed by a 
luncheon at which National President 
Charles E. Fernald spoke on “Hidden 
Features in Balance Sheets.” 

Three speakers were scheduled for the 
afternoon session. W. E. Davison, Credit 
Manager, J. H. Ashdown Hardware 
Company, Ltd., Winnipeg, spoke on “Ca- 
nadian Business Conditions”; Glenn F. 
Ballard, Minnesota-Ontario Paper Co., 
followed with a talk on “Public Relations 
in Credit Management,” and Lawrence 
R. Graving, CPA, wound up the session 
with an address on “Taxes and Their 
Effect on Credit.” Henry H. Heimann, 
Executive Manager, NACM, summed up 
the conference following Mr. Graving’s 
speech. Mr. Heimann also addressed the 
delegates later at the banquet. His sub- 
ject was “The Problems of Business in 
a Political Economy.” 


J. P. Gantley Elected 
Hartford President 


Hartford: The annual meeting of the 
Hartford Association of Credit Men, 
held at the Wethersfield Country Club, 
Wethersfield, Conn., April 20, was fea- 
tured by a talk by Robert Young, As- 
sistant Treasurer, Bethlehem Steel Co., 
and a member of the National Board of 
Directors. Mr. Young spoke on “An 
Office Credit Manual.” 

During the meeting new officers were 
elected as follows: 

J. P. Gantley, Fenn Manufacturing Co., 
President; R. G. Lavery, Hartford Gas 
Co., Vice-President; E. J. Westelinck, 
the Peck, Stow & Wilcox Co., Secretary; 
J. T. Schilling, American Paper Goods 
Co., Treasurer; and H. C. Schick, the 
Torrington Manufacturing Co., Council- 
lor. 


Philadelphia Holds 
53rd Annual Banquet 


Philadelphia: The Credit Men’s As- 
sociation of Eastern Pennsylvania held 
its 53rd Annual Meeting and Banquet 
at the Bellevue-Stratford April 28. A 
business meeting at 4:30 preceded the 
banquet. 

The speaker for the occasion was 
Edwin B. George, economist, of the 
Washington office of Dun & Bradstreet, 
Inc. His subject was “The Economic 
Outlook.” 
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G. T. Thomas Heads 
Chicago Credit Men 


Chicago: The Chicago Association of 
Credit Men held its annual election of 
officers April 20. 

The new President is G. T. Thomas, 
The Sherwin-Williams Company. He suc- 
ceeds A. L. Jones, Armour & Co. Other 
officers are J. E. Walsh, Oscar Mayer 
& Co., Ist Vice-President; D. A. Grant, 
Socony Vacuum Oil Co., 2nd Vice-Presi- 
dent, and K. W. Kohtala, Empire Paper 
Co., Treasurer. 


Seattle Legislative 
Committee Reports 
Mixed 1949 Results 


Seattle: The legislative committee of 
the Seattle Association of Credit Men 
has just completed an unusually thor- 
ough study of measures. 406 bills were 
introduced in the Washington State Sen- 
ate and 684 in the House, a total of 1090 
to be considered, digested and acted upon 
by the Legislature 

The committee was very desirous of 
having some of these bills enacted; con- 
versely, there were several to which the 
committee registered objection. The out- 
come was that though the bills which the 
committee sponsored failed to be enacted 
into law, the bills to which it objected 
failed also. 

One bill in particular which the com- 
mittee was anxious to have passed died 
in the House Rules Committee. This 
bill would have amended the unusual 
Preference Law, Washington being the 
only State to have such a law. The 
italicized portion of the following was 
the change desired: 

“Section 3. Any preference made or 
suffered within four (4) months before 
the date of application for the appoint- 
ment of a receiver may be avoided and 
the property or its value recovered by 
such receiver, if the creditor receiving 
such preference or to be benefited there- 
by or his agent acting with reference 
thereto has, at the time WHEN the 
Preference is received, reasonable cause 
to believe that the corporation is insolvent. 
No preferences made or suffered prior 
to such four (4) months’ period may be 
recovered, and all provisions of law or 
of the trust fund doctrine permitting 
recovery of any preference made beyond 
such four (4) months’ period are hereby 
specifically superseded.” 


Economist Addresses 
Wheeling Credit Men 


Wheeling: The Wheeling Association 
of Credit Men held its dinner meeting 
April 27 at the Behrens Memorial Home, 
American Legion Post No. 1. The speaker 
was Fred O. Kiel, Industrial Economist 
in the Research Department of the Fed- 
eral Reserve Bank of Cleveland. His 
subject was “The Outlook for Business.” 


Credit Research 
Foundation Will 
Meet on May 17 


A meeting of the members of the Credit 
Research Foundation will be held on 
Tuesday, May 17, at 4 p.m. in Atlantic 
City, N. J., during the 53rd Annual Credit 
Congress. At this meeting a board of 
trustees will be elected. 

National President Charles E. Fernald 
and Past President Paul W. Miller, 
Chairman of the Credit Research Foun. 
dation, have asked David A. Weir, As- 
sistant Executive Manager and Secretary 
of the National Association of Credit 
Men to assume the responsibility of or- 
ganizing the work and initiating the pro- 
gram of the Foundation for consideration 
of the members at the meeting in Atlantic 
City. 

Arrangements have been made by which 
Mr. Weir can undertake the work with- 
out relinquishing his titles or duties with 
the National Association. He will be as- 
sisted by Dr. Carl D. Smith, Director 
of Education. Messrs. Weir and Smith 
are at present engaged in recruiting suit- 
able personnel with the necessary tech- 
nical background for the work which the 
Foundation will undertake. 


Kansas City Credit 


Men Vote New Name 
For Their Association 


Kansas City: The Kansas City Asso- 
ciation of Credit Men is no more. For 
some time there has been confusion as 
to whether the Association’s members 
were wholesale or retail credit execu- 
tives. Moreover the old title did not take 
into sufficient account the numbers of 
women who have carved out careers for 
themselves in the credit profession. 

Accordingly, the Board of Directors 
has for the past two years been consid- 
ering possible changes. At one time Na- 
tional Association of Credit Men—Kan- 
sas City Division seemed to be in favor, 
but that idea was shelved since the Na- 
tional’s title may perhaps be changed. 
Now, however, a solution has _ been 
reached, the Kansas City Association of 
Credit Men is no more, and out of its 
ashes has arisen the KANSAS CITY 
WHOLESALE CREDIT ASSOCIA- 
TION. It will continue to give better 
and better service at the old stand under 
the old management. 


Baltimore: George T. Brian, 
Jr., was recently advanced to Vice- 
President of the Noxema Co. He 
will retain supervision of the Cred- 
it Department. 
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(levelands 50th 
Anniversary Will 


Be a Big Affair 


Cleveland: The Cleveland Association 
of Credit Men celebrates its 50th anni- 
yersary May 11 with a party in the Main 
Banquet Hall, Masonic Temple 

Music will be furnished by an orchestra 
directed by Joseph O. Caputo, who was 
assistant to Phil Spitalny, and by the 
International Students’ Chorus, a 30- 
voice group directed by Christian Kjol- 
ner, an engineering student at Case 
Institute of Technology. The chorus is 
recruited from 227 students from 48 
countries who are attending the eleven 
colleges in Cuyahoga County. 

An added attraction will be Dr. Gio- 
yanni, the extraordinary prestidigitator 
from Hollywood who abstracts people’s 


waistcoats without unbuttoning their 
jackets. He has a lot of other playful 
tricks. 


The main attraction of the evening 
will be a talk by Dr. Norman Vincent 
Peale, of the Marble Collegiate Church 
in New York, who will give his “For- 
mula for Happiness and Efficiency.” 





Utica: Irwin Evans, who served 
as Secretary of the Utica Associa- 
tion of Credit Men, Inc., for a 
number of years died suddenly on 
Saturday, April 2. The funeral 
service was held at his home at 
1610 Howard Avenue, Utica, N. Y. 





T. M. Sherman Will 
Head Toledo Credit 
Men in Coming Year 


Toledo: The Toledo Association of 
Credit Men’s annual meeting and elec- 
tion was held on April 26. Guest speaker 
for the occasion was H. A. Ehle, Vice- 
President, International Resistance Com- 
pany, Philadelphia, who discussed “The 
Customer Looks at the Credit and Sales 
Departments.” 
To head the Association for the com- 
ing year the members chose T. M. Sher- 
man, Toledo Steel Products Co. The 
new Ist Vice-President is L. I. Schier- 
myer, Ohio Citizens Trust Co.; RH. 
Melone, Electric Auto-Lite Co., is 2nd 
Vice-President, and N. M. Scharf, To- 
ledo Edison Co., Treasurer. 


e 
Toledo: On April 5 the Credit Wom- 
en’s Club of Toledo held its monthly 
meeting and elected new officers. They 
are: Hermina Foster, Toledo Steel 
Products Co., President; Dortha Betts, 
Wel-Ever Piston Ring Co., Vice-Presi- 
dent ; Esther Ciski, Toledo Association of 
Credit Men, Secretary, and Elizabeth 
Hubert, Swartzbaugh Manufacturing 


Co. Treasurer. 


Pacific Southwest Conference Attracts 
Credit Executives to San Francisco 





Shown above are five of the committee chairmen at the Pacific Southwest Conference. 
Left to right: Hal Slade, program and speakers; J. A. Walker, industry groups; O. C. Levo, 
Association President; M. C. Ulmer, incoming President and general chairman; and National 


Director D. M. Messer, reservations. 


San Francisco: As briefly noted in the 
April issue of CREDIT AND FINANCIAL 
MANAGEMENT, a heavy registration was 
reported at the Pacific Southwest Con- 
ference at the St. Francis Hotel, San 
Francisco, March 23-25. The conference 
received unusually full coverage in the 
San Francisco press. 

Wednesday morning, March 23, was 
devoted exclusively to registration. In 
the afternoon, after greetings from the 
city and the introduction of guests, Carl 
J. Eastman, Vice-President, N. W. Ayer 
& Son, Inc., advertising agency, spoke 
on “This Bill You Have to Pay.” In the 
evening Henry H. Heimann addressed 
the delegates on “Business in a Political 
Economy.” 

The entire next day was spent in in- 
dustry group meetings. Eleven different 
group classifications were included. At 
the luncheon between the morning and 
afternoon group sessions, National Presi- 
dent Charles E. Fernald spoke on “Hid- 
den Features in a Balance Sheet.” While 
the delegates were engaged in the group 
sessions the visiting ladies were taken 
for a tour of the city followed by a 
luncheon. 

On Thursday evening the Zebras held 
a stag party across the bay in Oakland. 

The program on Friday, March 25, 
consisted of one general session. Ransom 


Interchange Bureau 
Planned at Charlotte; 
Officers Re-elected 


Charlotte: The members of the Char- 
lotte (N. C.) Association of Credit Men 
recently announced plans to establish an 
interchange bureau in affiliation with the 
National Interchange System. S. J. 
Haider, head of the Central Bureau in 
St. Louis, explained the workings of the 
interchange operations. 

The officers of the Association were re- 
elected for another term. They are: Wen- 
dell L. Prunty, Pure Oil Co., President; 
Lester J. Williams, Southern Bearings 
& Parts Co., Vice-President; and E. J. 
Repetto, Wachovia Bank & Trust Co., 
Councillor, and S. E. Callahan, Westing- 
house Electric Supply Co., Secretary- 
Treasurer. 
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M. Cook, Vice-President, American 
Trust Co., spoke on “What the Banker 
Expects from the Borrower.” James H. 
Wells, Manager, American Surety Com- 
pany of New York, followed with a 
talk on “The Importance of Insurance 
and the Insurance Broker to Sound Credit 
Procedure.” The third speaker was How- 
ard Hutchins, Assistant Vice-President 
and Manager of the Foreign Department, 
Bank of America, N. A. His subject was 
“The Foreign Transaction—Its Nature 
and Basis for Credit.” Each of the ad- 
dresses was followed by a panel discussion. 

During the conference the visiting 
credit executives were canvassed concern- 
ing their opinion of the current business 
situation. On general business conditions 
22% expected improvement, 43% no 
change, and 35% a decline. 36% expected 
larger sales for the balance of 1949, 
33% expected no change, and 31% feared 
a decline. 

Thirty-eight per cent reported greater 
dollar sales during the first quarter of 
1949 compared with the same period of 
1948. Lower sales were reported by 52% 
and no change by 10%. On the question 
of collections 10% said they were better 
in the first quarter compared with 1948, 
25% reported no change and the re- 
mainder, 65%, said that collections were 
slowing. 


Foreign Trade Expert 
Heard at New Orleans 


New Orleans: Michael M. Mora, Direc- 
tor, World Trade Development, Inter- 
national House, was the guest speaker at 
the April 13 Credit Luncheon of the New 
Orleans Credit Men’s Association. His 
subject was “Uncle Sam—the World’s 
Creditor.” The speaker has traveled ex- 
tensively and is a student of foreign 
commerce. 


Factor Heard at New York 


New York: Morton Goodspeed, Vice- 
President and Director of William Iselin 
& Co., Inc., discussed the factor’s role 
in business timing at the April forum of 
the New York Chapter, National Insti- 
tute of Credit on April 12. 
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Confidentially Speaking 


Mr. G. V. Land has taken over Credit Management of General Electric Supply 
Corp., Houston . . . H. Brockmeier, Straus-Bedenheimer, Houston, now confines 
his activities to Secretary-Treasurer duties, turning Credit Management over to 
E. O. Saage . . . George J. Hoff is now Credit Manager at Great Western 
Paint Mfg. Co., Chicago, succeeding K. D. Kay who has been transferred to Kansas 
City, succeeding Ralph A. Nicholas, now on the road in sales... V. W. Blereau, 
Assistant Secretary, now looks after the Credit Department at Southern Shell Fish 
Co., Harvey, La... . Robert E. Powers succeeds Victor Kennedy as Manager 
of Falstaff Brewing Corp., New Orleans ... J]. A. McFetridge, Comptroller, 
Allison Div., General Motors Corp., Indianapolis, now supervises the Credit De- 
partment ... E. W. Spoor, now Credit Manager, Northwest Paper Co., Duluth, 
succeeds E. P. DuPont, deceased ... F. A. Volpi has taken over Credit Manage- 
ment at Cudahy Packing Co., New Orleans. 

LOUISVILLE CHANGES—A. H. Newman is now Credit Manager of B. F. 
Avery & Sons Co. ...C. W. Connell has been made Secretary-Treasurer, The 
Murphy Elevator Co. ... James F. Sullivan is now Credit Manager, Reynolds 
Metals Co. . . . Larry Hettinger succeeds Joe Wallingford as Credit Manager 
of Henry Fischer Packing Co. . . . The new Credit Manager of Ferrell-Gruber 
Co., is B. F. Amos ... Russ L. Druien has succeeded J. L. Reddick in credits 
for Lee Tire & Rubber Co. ... C. W. Cook succeeds J. P. Hughes as Credit 
Manager, Ohio Oil Co. ... B. R. Lewis is the new Credit Manager at Circular 
Metal & Equipment Co. ... Owen Z. Watters has been elected Treasurer of 
Myer-Bridges Co., Inc. 

Mr. John Mitchell is the new Credit Manager for A. Y. McDonald Mfg. Co., 
Dubuque, Iowa . . . Lester Wright is back at his desk, after illness, at Luthe 
Hardware Co., Des Moines ... R. C. V. Mackenzie is now General Credit Man- 
ager, Dunlop Tire & Rubber Corp. Buffalo ... Miss Margaret M. Moran 
succeeds C. F. Michel as Credit Manager, Wales-Strippit Corp., No. Tonawanda, 
N. Y. ... George E. Tate, Assistant Treasurer, is now looking after credits at 
Federal Foundry Supply Co., Cleveland . . . The Enterprise Aluminum Co., Mas- 
sillion, Ohio, has:announced Harold W. Potts as Credit Manager ...O. V. Lahrs 
is now Credit Manager, J. J. Schmitt & Co., Inc., Buffalo, succeeding E. A. Parsons, 
who has moved to California . . . S. Magnusen succeeds E. J. Perry at Lloyd 
Mfg. Co., Menominee, Mich. . . . Milton W. Hasselmann is the new Branch 
Manager of Doughnut Corp. of America at Chicago . . . Walter Gardner succeeds 
Mrs. Bergquist, retired, as Credit Manager, Good Foods, Inc., Minneapolis. 

Mr. E. C. Dickerson, Assistant Treasurer, is in charge of credits at Federal 
Motor Truck Co., Detroit ... John I. Flanagan has taken over credits at Herald 
Publishing Co., Grand Rapids, succeeding A. J. Vander Weide, who has started in 
business . . . Richard B. Akerman succeeds Frank Brence as Credit Manager, 
Chicago Metal Hose Corp., Maywood, Ill. . . . George V. Erickson succeeds 
G. A. Barnes, retired, as Credit Manager, Socony-Vacuum Oil Co., Kansas City 
.. . Kenneth Davis has taken over credits for Belshaw Bros., Inc., Seattle, suc- 
ceeding E. L. Krier ... R. C. Edenholm is now in charge of credits for Isaacson 
Iron Works, Seattle . . . G. R. Falk succeeds Mr. Hallenberg, retired, as Chief 
Examiner for Northwest Bancorporation, Minneapolis .. . Donald W. Richardson 
succeeds Paul Clark as Credit Manager, Citizens Gas & Coke Utility, Indianapolis. 

Mr. Norman §S. Snyder succeeds John F. Thomas as Credit Manager, Malone 
Plumbing Supply Co., Pittsburgh . . . Mrs. S. Lamberth is now handling credits 
for Novelty Peanut Co., Dallas, succeeding C. A. Burkart, resigned, and moved to 
California . . . Peter Brondyke is announced as the new Credit Manager, Old 
Dutch Refining Co., Muskegon, Mich. . . . The York Corporation, York, Pa., an- 
nounces the retirement of C. J. Malone on December 3l1st. J. E. Schrantz suc- 
ceeds him... L. A. Easterday has succeeded M. O. Johnson as Credit Manager, 
Denver Gear & Parts Co., Denver ...C. T. Bartz is now looking after credits 
tor Edgar T. Ward’s Sons Co., Cincinnati ... Stan C. Smith is now Credit Man- 
ager, Fischer Industries, Inc., Cincinnati, succeeding Harold Flye who has taken 
over credits at Frank F. Taylor Co., succeeding W. J. Bender. 

Mr. John Kinch is now Credit Manager, Air Reduction Sales Co., Boston, 

succeeding Robert Kain, transferred to Regional Credit Manager, Chicago . 
J. D. Moloy has assumed Credit Management at Robertshaw-Fulton Controls Co., 
Pittsburgh .. . W. Don White succeeds Pinson Grice as Assistant Vice-President, 
Republic National Bank, Dallas. Mr. Grice is now Assistant Vice-President, Bank 
of California, Los Angeles ... F. J. Bisbee .ucceeds Bruce Teeter as Credit 
Manager, Pittsburgh Plate Glass Co., Denver . . . Fred R. Hynes is now Credit 
Manager, H. E. Shaw Co., Worcester . . . Ray J. Hadfield has succeeded Allan 
Alper as Credit Manager, Allied Liquor Distributors, Milwaukee . . . Edmund 
H. Hannon is now Credit Manager for John Donnelly & Sons, Roxbury, Mass. 
... R. C. Warren, Credit Manager, Arkansas Power & Light Co., Pine Bluff, 
Ark., has retired. 

Mr. J. W. Cordis is the new Credit and Office Manager for Los Angeles Steel 
Casting Co., Los Angeles, succeeding J. J. Banks, deceased ... Mrs. Audrey Hall 
has taken over Credit Management, succeeding C. Strain, now Assistant Credit 
Manager, Challenge Cream & Butter Association, Los Angeles . . . Richard L. 
Hornbeck is now Credit Manager, Bay State Appliance Dist’r., Boston. E. B.M. 


St. Louis Holds 
Insurance Forum 


St. Louis: One of the most interesting 
of the St. Louis Association of Credit 
Men’s monthly forums was held April 14 
when a panel of experts discussed the 
various aspects of insurance coverage 
from the credit viewpoint. 

The speakers and their subjects were: 
W. A. Gray, National Surety Company, 
on Inland Marine, Burglary and Theft: 
J. R. Searles, Fidelity & Deposit Com. 
pany of Maryland, on Fidelity and Surety: 
L. S. Myers, Marsh & McLennan, Inc, 
on Fire and Use and Occupancy; Louis 
L. Antoine, American Associated Ip. 
surance Companies, on Workmen’s Com- 
pensation and Public Liability; and S, L. 
Bodman, Marine Office of America, on 
Ocean Marine. 

D. A. Thomas, Manager of the in. 
surance division of the Gaylord Con. 
tainer Corporation, was moderator. 


All Officers Re-elected 
At Bridgeport Meeting 


Bridgeport: Clifton A. Porter, Huber 
Ice Cream Co., was re-elected President 
of the Bridgeport Association of Credit 
Men at the annual meeting Wednesday, 
April 13, at the Algonquin Club. Also 
re-elected were Joseph T. Foerth, Bassick 
Co., Vice-President; Anna May Dean, 
The Buswell Manufacturing Co., Treas- 
urer, and Morton A. Gillett, George E. 
Rothnagle & Sons, Inc., Secretary. 

Ten past presidents were present at 
the meeting, the program of which in- 
ciuded entertainment and a motion pic- 
ture besides the business meeting. 


Tax Expert Addresses 
Worcester Credit Men 


Worcester: Howe P. Cochran, of 
Washington, D. C., was the speaker at 
the April 11 meeting of the Worcester 
County Association of Credit Men. He 
spoke on “The Effect of Federal Taxa- 
tion on Business.” 

Mr. Cochran is a nationally known 
speaker, a member of the Bars of the 
District of Columbia and New York, 
and the author of several books on tax- 
ation. Currently he is publishing a series 
of monographs entitled “How to eam 
$50,000 a year in tax practice.” 


Ex-Secretary Discusses 
Taxes and Credits at 
San Antonio Meeting 


San Antonio: The San Antonio Whole- 
sale Credit Men’s Association heard a 
talk on “Taxes and Credits” at their 
luncheon meeting April 13 by Henry A. 
Hirshberg. 

The speaker was secretary-manager of 
the Association for about 20 years be 
fore the war. During the war he was 
general counsel of the Puerto Rican Re 
construction Administration. 
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New York Institute 
Chapter Elects New 
Board of Officers 


New York: Samuel A. Dawson, Mein- 
hard, Greeff & Co., has been elected to 
succeed Edward W. Knaus, National 
Credit Office, Inc., as President of the 
New York Chapter, National Institute 
of Credit. The election took place during 
the annual meeting of the chapter on 
April 29. 

For first Vice-President the members 
elected William J. Jantzen, Bank of Man- 
hattan Co. Other Vice-Presidents are 
Herbert C. Sandner, William Iselin & 
Co.; John J. Lynch, Prentice-Hall, Inc. ; 
Richard E. Allard, A. J. Armstrong Co., 
Inc.; William J. Barasch, Century Fac- 
tors, Inc., is Secretary, and William P. 
Bowe, Gulf Oil Corp., Treasurer. 


Kansas City Elects 
New Officer Slate 


Kansas City: J. F. Youngman, Mc- 
Kesson & Robbins, Inc., was elected 
President of the Kansas City Wholesale 
Credit Association at the April Dinner 
Meeting. Other officers elected during 
the meeting were A. H. Buddemeyer, 
Jenkins Music Co., lst Vice-President; 
0. D. Cunningham, General Electric 
Supply Corp., 2nd Vice-President, and 
E. S. Seiter, Swift & Co., Councillor. 


The speaker at the meeting was Paul 
M. Millians, Vice-President of the Com- 
mercial Credit Co., Baltimore 





Situation Vacant 


CREDIT MANAGER 


Old well-established soft goods business of na- 
tional reputation will engage services of young 
credit executive (28-40) having good education 
and reasonable experience. Must be aggressive, 
have selling personality, adapted to meeting 
people, with good business ability and under- 
standing of retail operations. Apply in detail by 
letter—-interview will be arranged. Box M-1, 
Credit and Financial Management. 





Situations Wanted 


Credit Manager - Office Manager - Accounting 
background, wholesale and manufacturing ex- 
perience. Exceptionally well known in automo- 
tive parts field. Accustomed to heavy responsi- 
ilities, progressive, sales minded, excellent ref- 
erences, 18 years experience. Married, 45 years 
of age, health good. Abstract and photo on re- 
Guest. Will relocate. Prime factor-permanency. 
ox M-2, Credit and Financial Management. 


Credit Manager, Office Manager, Accountant, 
Assistant Treasurer, twenty-five years with na- 
tonal organizations. Unusual experience, cover- 
ing most of the United States, including metro- 
Politan centers. Familiar with retail, wholesale 
and manufacturing business. Accustomed _ to 
dual positions, along with heavy responsibilities. 
ersatile, progressive, loyal, sales minded. Con- 
Servatism necessary for safeguards. Salary rea- 
sonable. References, bondable, locate anywhere. 
Learn what I have to offer. Box M-3, Credit 


and Financial Management. 
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Past President Pouch 
Is Honored by S.A.R. 


New York: Past President William H. 
Pouch, Concrete Steel Co., was the re- 
cipient of an unique compliment recently 
when he was elected President of the 
Empire State Society, Sons of the Ameri- 
can Revolution. President John Whelchel 
Finger resigned specifically in order that 
Mr. Pouch might be elected President of 
the Society for a partial term, as pressure 
of his other business and civic activities 
made it impossible for him to serve a full 
term. 


Cornell Professor Is 
Speaker at Triple 
Cities April Meeting 


Binghamton: Dr. Alpheus W. Smith, 
Professor, New York State School of 
Industrial Relations, Cornell University, 
gave a most interesting talk on “Adam 
and Eve and the Atom” before the Triple 
Cities Association of Credit Men on 
April 26. 

Dr. Smith has had a brilliant career 
as businessman—with the Standard Oil 
Company of New York, broadcaster and 
teacher at three universities. 


Cincinnati: “Insurance and the 
Philippines” was the title of an 
address by William T. McWhorter, 
Insurance Division Manager, Proc- 
ter & Gamble Co., at the April 12 


luncheon of the Cincinnati Asso- 
ciation of Credit Men. Mr. Mc- 
Whorter has recently spent con- 
siderable time in the Philippines. 





Pittsburgh Concludes 
Series on Capacity 


Pittsburgh: Rounding out the series 
of four talks on the general subject, 
“Analyzing Capacity to Pay,” which have 
been features of recent Credo Luncheons, 
the Credit Association of Western Penn- 
sylvania heard an address on April 26 
by Ivan L. Hillman, Dravo Corporation, 
lst Vice-President of the Association, on 
“Credit Appraisal in the Absence of Fi- 
nancial Details.” Mr. Hillman is prom- 
inent in credit education in Pittsburgh 
and is a member of the National Edu- 
cational Committee. 


Salesman Discusses 
Challenge to Credit 
Executives at Detroit 


Detroit: Merritt D. Hill, General Sales 
Manager, Dearborn Motors Corp., spoke 
at the April meeting of the Detroit As- 
sociation of Credit Men on “Today’s 
Challenge to the Credit Executive.” 

The speaker has a background of both 
sales and credit experience and is well 
qualified to discuss the ever-present prob- 
lem of increasing sales and at the same 
time maintaining a sound credit policy. 


Soviet Policies Aired 
At Seattle Meeting 


Seattle: The Seattle Association of 
Credit Men held its final membership 
meeting of the year on Monday, April 18, 
at the Gowman Hotel. The guest speaker 
was Dr. Ivar Spector, of the Department 
of Far Eastern and Slavic Languages and 
Literature, University of Washington. 
Dr. Spector has been on the faculty of 
the University since 1931 This was his 
third appearance before the Association. 
His subject was “The Soviet Domestic 
and Foreign Policy.” 


Famous Newspaperman Is 
Speaker at Boston Meet 


Boston: Erwin D. Canham, Editor of 
the Christian Science Monitor, was the 
speaker at the March meeting of the 
Boston Association of Credit Men. Mr. 
Canham is also the President of the 
American Society of Newspaper Editors. 

The speaker discussed the foreign re- 
lations and policy of the United States, 
and how that policy should be shaped 
to avoid war. 


Bristol Secretary Retires 
After 32 Years’ Service 


Bristol, Va.-Tenn.: George D. Helms, 
Secretary-Manager of the Appalachian 
Association .of Credit Men for the past 
32 years, has resigned from his position. 
His resignation was accepted with regret 
at the annual meeting held April 21. 

Mr. Helms is succeeded by the former 
Assistant Secretary, J. Gordon Shankel, 
Shankel Milling Co., Bristol, Va. 

During the meeting James F. Asbury, 
Dobyns-Taylor Hardware Co., Kingsport, 
Tenn., was elected President; A. E. 
Wright, Summers Hardware & Supply 
Co., Johnson City, Tenn., was elected 
Vice-President, as was Charles E. Wor- 
ley, Bluff City Mills, Bluff City, Tenn. 


High School Students 
Debate at Meeting of 
Dallas Credit Men 


Dallas: The April 26 luncheon meet- 
ing of the Dallas Wholesale Credit Man- 
agers’ Association was enlivened by a 
debate by students of Adamson High 
School. Two boys were pitted against 
two girls in discussing the subject that 
the State of Texas should increase the 
severance tax on its natural resources. 


Talk on Foreign Policy 
At Cleveland Forum 


Cleveland: Frederic Sterbenz, Foreign 
News Editor of the Cleveland Press, was 
the speaker at the April forum meeting 
of the Cleveland Association of Credit 
Men. 

Mr. Sterbenz discussed the Atlantic 
Pact and the Marshall Plan. 
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Kansas City: The Kansas City Credit 
Women’s Club celebrated its 20th Anni- 
versary on April 5; and because of this 
special event, Mrs. Lucy Geib Killmer, 
National Chairman, National Credit 
Women’s Executive Committee, accepted 
an invitation to be guest speaker at the 
dinner-meeting, which was held at the 
Business & Professional Women’s Tea 
Room. Approximately 120 members and 
guests, including Mr. E. N. Ronnau, Vice- 
President, NACM, and the officers and 
directors of the local Association, at- 
tended the dinner. Special tribute was 
paid the charter members and past pres- 
idents of the club, who were seated at a 
special table, the centerpiece of which 
was a beautifully decorated birthday 
cake; and miniature azalea plants were 
presented the past presidents. 

The program: 
Guest soloist—Mrs. Grace Armour 
Prologue—Ina May Sydenstricker, 
charter member and past president 
“Credit—A Profession”—Mrs. Lucy 
Geib Killmer 

The Scholarship and Education Com- 
mittee brought to a conclusion its radio 
project; and reported that approximately 
$200.00 had been raised for the Scholar- 
ship Fund. The Group now has 102 
members 


Minneapolis: The Minneapolis Whole- 
sale Credit Women had a good turnout 
for perhaps their most important meeting 
on April 12. This was election night, 
and the following officers were elected 
for the coming year: 

Vice-President—Dorothy Teckler, Hein- 

rich Envelope Co.; 

Secretary—Mayme Sabo, Baker Im- 

porting Co.; 

Treasurer—Winifred Sykora, United 

Distributing Co. 

After the regular meeting adjourned 
a written scholarship test was given. The 
Esther Parsons, Ann Jamison and Blanche 
Scanlon scholarships will be awarded on 
the basis of this test. 


Memphis: The Memphis Wholesale 
Credit Women’s Group announces new 
officers for the coming year. They are: 
Ethel Cooper, Goodwyn Crockery Co., 
President; Theresa Hill, Bauer’s, Inc., 
Vice-President; Joanne Colson, Midsouth 
Oil Co., Secretary, and Ruth Murphy, 
General Motors Acceptance Corp., Treas- 
urer. 

Agnes Perkins, Kraft Foods, Inc., was 
the winner of the Group’s annual schol- 
arship. 


Seattle: Seattle Credit Women are 
busy with plans for the second Western 
Division Inter-Group Conference of Credit 
Women, to be held in the Olympic Hotel, 
Seattle, on September 23, 24 and 25. 
Elma Hanson, General Chairman, reports 
all committees have been named, and 
work has already started. Invitations have 
been extended to the credit women’s 
groups of the Western States. The Se- 
attle group hopes that many of the credit 
women will plan their vacations around 
the conference, and vacation and travel 
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News from the 


CREDIT WOMEN’S GROUPS 


pamphlets will be mailed in due course 
to the various groups, outlining the out- 
standing resorts and vacation spots 
throughout Oregon, Washington and 
British Columbia. 

The Portland and Tacoma credit 
women’s groups will act as co-hostesses 
at the reception, to be held on Friday 
evening, September 23rd. An all day busi- 
ness session will be held Saturday, Sep- 
tember 24th, followed by a banquet in 
the evening. Sunday will feature brunch 
and further business. Details will be 
published from time to time between now 
and conference dates. 


New Orleans: The new officers of the 
New Orleans Credit Women’s Group 
were installed at the April 21st dinner 
meeting. 

Katherine Ebrenz, Progressive Bank 
and Trust Co., is President. Other of- 
ficers are Dorothy Wyllie, Gulf Refining 
Company, Vice-President ; Alma Lee Ma- 
holland, Motion Picture Advertising Com- 
pany, Inc., Treasurer, and Marcella Rit- 
ter, James E. Comiskey Company, Sec- 
retary. 

ee 


Utica: New officers were elected by 
the Credit Women’s Group of Utica at 
their April meeting. They are Irene Fox- 
enberger, President; Ruth Niermeyer, 
Vice-President; Mary Russel, Treasurer, 
and Florence Herbst, Secretary. Mrs. 
Jayant Mehta, of India, whose husband 
is studying at the Skenando Rayon Cor- 
poration, was a guest. 


Houston: The Wholesale Credit Wom- 
en’s Club of Houston held their annual 
Boss’s Night, Tuesday Evening, April 
12th, at the Texas State Hotel. An en- 
joyable social hour with musical enter- 
tainment preceded the dinner. 

Mr Peter Stack, who was for a year 
the Chief of Personnel Statistics for the 
United Nations, was the guest speaker 
for the evening. He spoke on “The 
United Nations Way.” This subject be- 
ing of vital interest to all, was most 
interesting and enjoyable. 

Mrs. Earlie Zachary was elected new 
secretary for the club. 


Chicago: At the March meeting of 
the Credit Women’s Club of Chicago, the 
following new officers were installed: 
President—Mae A. Turner, Confections, 
Inc.; Vice-Pres.— Phyllis H. Staber, 
Leich Sales Corp.; Treasurer—Dorothy 
Scholle, Whiting Paper Co.; Recording 
Secretary — Annette L. Fleming, Nat. 


Assn. of Credit Men; Financial Secretary 
—Venita M. Trostle, The Paine (. 
Corresponding Secretary — H. Faustina 
Cain, Universal Parts, Inc. 


Denver: The Denver Credit Women’; 
Group held the first meeting of the year 
at Boggio’s Rotisserie Monday, April 
18th. The guest speaker of the evening 
was Arthur R. Wilson, Secretary. 
Treasurer and Credit Manager of the 
Auto Equipment Co., and Western Divi- 
sion Vice-President of the National As- 
sociation of Credit Men. This meeting 
introduced the new officers of the group: 
Georgia Purdy, Deep Rock Water Co, 
President; Helen Brandenburg, Auto 
Equipment Co., Vice-President; Viole 
Reed, Carson Crockery Co., Secretary, 
and Emily Anderson, Interstate Radio 
Co., Treasurer. 


New York: The entire slate of officers 
for the New York Credit Group was re- 
elected in a mail ballot held during April. 
Marian R. McSherry, Schenley Industries, 
Inc., continues as President, as does Mrs. 
Libbie Sternhart, Widder Bros., Vice- 
President; Vera North, Worcester Salt 
Co., Secretary, and Dorothy Kurlander, 
Touraine Co., Treasurer. 


Cleveland: The Annual Meeting of the 
Cleveland Credit Women’s Club was held 
April 12th, in the Petit Cafe of Hotel 
Carter. This was one of the outstanding 
meetings of the year for this group of 
credit women executives, managers and 
assistants, as it marked the fifteenth year 
of the club’s existence and continuous 
work as an active unit of both the Cleve- 
land and National Association of Credit 
Men. 

Following dinner and a short business 
session with reports of the various com- 
mittees, the important business of the 
evening took place, the election of new 
officers for the year, and their installa- 
tion. Mrs. Miriam T. Wall, of World 
Publishing Company, presided. Chosen 
to guide the club for the coming year 
were: Dorothy Dutton, of Cleveland 
Cliffs Iron Company, as president; Pearl 
Dolan, of Fleet Wing Corporation, Vice 
President; Lillian Bittner, Petrequin 
Paper Company, Treasurer, and Lillian 
Murphy, of the Cleveland Association of 
Credit Men, secretary. 

Special tribute was paid to 12 charter 
members of the club, who are all stil 
active and were in attendance. 

A style show through the courtesy of 
B. R. Baker Company, at Cleveland was 
one of the unusual and most pleasamt 
events planned by the Program Commit 
tee. 
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Portland: After the annual business 
meeting held on April 14th, 1949, at which 
4 revised Constitution and By-Laws were 
adopted, the Women’s Chapter in the fu- 
ture will be known as the Credit Women’s 
Group of the Portland Assn. of Credit 
Men. 

New officers elected for the coming 
year, who are to be installed at the 
Group’s annual banquet on May 12th are: 
President—Miss Edith I. A. Dailey, 
Western Door & Plywood Co.; Vice- 
President—Mrs. Irene Lines, The Alem- 
ite Co.; Secretary—Mrs. Margaret Fris- 
bie, Lou Johnson Co.; Treasurer—Mrs. 
Mary Barbagaletta, The Crosley Dis- 
tributing Corp. 

At the annual meeting of the Portland 
Association of Credit Men, Mrs. Pauline 
Bressem, of Mail-Well Envelope Co., who 
is also a member of the National Credit 
Women’s Executive Committee, was 
elected a Trustee of the Association, after 
the two-year term of Miss Rose L. Ed- 
wards, Miller Bros., had expired. 


* 
Pittsburgh: The Credit Women’s Group 


of Pittsburgh, on Wednesday, April 27, . 


heard a talk by Miss Zora Unkovich, as- 
sociate picture editor of the Pittsburgh 
Sun-Telegram, on “A Reporter Abroad.” 
The speaker covered the coronation of 
Queen Juliana of the Netherlands last 
summer. 

* 


Philadelphia: The Philadelphia Credit 
Women’s Club held its biennial meeting 
at the New Century Club April 14. The 
program included reports of standing 
committees, the report of the President 
and the election of new officers. 

* 


Milwaukee: The Credit Women’s Club 
of the Milwaukee Association of Credit 
Men held their eighth annual meeting at 
the Fox and Hounds on April 19. New 
officers were elected at the meeting. 


@ 
Wichita: The April meeting of the 
Wichita Wholesale Credit Women’s 


Group was featured by a travelogue by 
Miss Cecil Horner, describing her recent 
trip to Honolulu. New officers were 
_— for the fiscal year starting April 
st. 


20th Century Fund Has 
New Film for Release 
On American Production 


ON April 19 the Twentieth Century 

, Fund released a two-reel film based 
on its study of America’s Need and Re- 
sources, by J. Frederic Dewhurt and As- 
sociates. The film was made in cooper- 
ation with Encyclopaedia Britannica 
Films, 

“Productivity—Key to Plenty” is a 
Panoramic picture of America’s industrial 
Progress. Prints are available at $76.50 
or can be rented for $5 per showing at 
one of the regional offices of Encyclopae- 
dia Britannica Films in Pasadena, Chi- 


Cago, New York, Dallas, Boston and 
Atlanta. 





New York: The golf season 
started early for the members of 
the New York Credit Men’s As- 
sociation. They held their first 
tournament of 1949 at the Suburban 
Golf Club, Union, N. J., May 5th. 


Rhode Island Banker 
Addresses Credit Men 


Providence: Lincoln E, Barber, Vice- 
President of the Rhode Island Hospital 
National Bank, addressed ‘the Rhode Is- 
land Association of Credit Men on March 
29. His subject was “The Approach to 
Present Day Credit Problems.” 

Mr. Barber supported his address with 
charts setting forth the trends in busi- 
ness in the past years He is an authority 
on both foreign and domestic credit and 
has a nation-wide reputation for pro- 
gressive ideas. 


Past Presidents’ Night 
ls Held at New Haven 


New Haven: The New Haven Asso- 
ciation of Credit Men held its annual 
meeting April 20 at the Union League 
Club. The meeting was designated “Past 
Presidents’ Night” in honor of the 20 
living past presidents. 

E. William Lane, American Screw 
Co., Providence, a National Director, 
was the guest speaker. 


Gus P. Horn Testifies 
Before Nebraska House 


Omaha: Secretary-Manager Gus P. 
Horn of the Omaha Association of Credit 
Men, appeared recently before the Com- 
mittee on Banking, Commerce and In- 
surance of the Nebraska Legislature in 
support of L. B. 277. 

This bill relates to the assignment of 
accounts receivable, and prescribes the 
form and effect of the assignment. It also 
aims to eliminate fraud in connection with 
secret assignments. Mr. Horn stated the 
position of credit executives in favor of 
recording assignment of accounts receiv- 
able. 


Chicago Lawyer Addresses 
Foreign Credit Meeting 


Chicago: Russel Baker, member of the 
law firm of Hubbard, Baker & Rice, 
spoke on the “Legal Aspects of Latin 
America’s Credit Problems” at a luncheon 
of the Foreign Trade Group of the Chi- 
cago Association of Credit Men April 13. 

A. J. Buchar, U. S. Department of 
Commerce, described the latest events in 
the export-import field. 


Ex-National Director Passes 


Lincoln, Nebraska: Emerson Jones, 
Continental Oil Co., died April 15. Mr. 
Jones served as a National Director from 
1941 to 1944. His widow’s address is 
1630 “G” Street, Lincoln. 
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Western Zebras 
Stampede Again 


T THE request of the San Fran- 
A cisco Association, hosts of the 

Pacific Southwest Credit Con- 
ference, held in San Francisco, March 
23rd-25th, the Oakland Herd of the Royal 
Order invited the male delegates to Oak- 
land for an Italian Beef Dinner and Stag 
Party on the eve of March 24th. The 
party was held at Angelo’s restaurant in 
Oakland, with an attendance of approxi- 
mately 250. (Space was limited.) 

Zebra Leon Savignac, the Royal Show 
Putter Onner of the Oakland Herd, had 
assembled several acts of top notch vaude- 
ville from the surrounding cities’ night 
spots and the guests were very compli- 
mentary about the artists, the mechanics 
of the meeting and the production of the 
show. 

Appropriate identifying badges, with the 
Zebra insignia on them were supplied by 
Hal Campe, the Keeper of the Accoutre- 
ments and Stuff, and a spirit of good 
fellowship permeated the smoky atmos- 
phere. Fun was had by all. 

Among prominent guests were our 
president, Charles Fernald, introduced by 
M. C. Al Potter as “A Regular Guy” 
(and he proved to be just that), the 
secretaries of the San Francisco, Los 
Angeles, San Diego, Salt Lake City as- 
sociations, Superzeb Bill Gaster from the 
Los Angeles*Herd and various presidents 
and directors from different associations 

A highlight of the very brief business 
meeting was the presenting of checks by 
the Zebraer to Past Superzebs Al Potter, 
Art Scott and Western Divizeb Mark 
Hutchison for $350.00, each, to assist in 
their expenses to the National Convention 
in Atlantic City in May. 

The Oakland Herd will again assemble 
at their Corral on April 22nd at which 
time they will have their regular annual 
Stag Party. Zebra Savignac promises an 
even greater show than usual. Any 
Zebras browsing about western grazing 
lands in search of greener pastures 
(and/or their guests) are cordially invited 
to participate in this affair and to quaff a 
litre or so of Zebra milk with the Oakland 
Herd. 

Mark O. Hutchison 
Western Divizeb 


Par Clearance in 
Wisconsin Clears 


First Obstacle 


Milwaukee: The Wisconsin legislature 
last month passed by a vote of 80 to 4 
legislation calling for the payment of all 
checks at par. At press time the State 
Senate had not acted .on the measure 
but the members of the Milwaukee Asso- 
ciation, who have been working hard for 
a long time on behalf of this legislation, 
were optimistic about the outcome. 
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FCIB International Payments Committee 
Announces Decision on Collection of Data 


POLICY of consolidating 
A and interpreting informa- 

tion already available in- 
stead of collecting additional statis- 
tics has been decided upon by the 
newly formed International Pay- 
ments Committee of the Foreign 
Credit Interchange Bureau of the 
National Association of Credit Men. 
The committee will have the coop- 
eration of the Credit Research Foun- 
dation, the organization of which 
was announced recently by the credit 
executives’ association. 

This decision results from a meet- 
ing attended by members of the com- 
mittee and representatives of the 
International Monetary Fund, the 
International Bank for Reconstruc- 
tion and Development, the Areas 
Division of the Office of Internation- 
al Trade, the International Economic 
division of the Department of Com- 
. merce and the Federal Reserve Bank 
of New York. 

In announcing the decision, Wil- 
bert Ward, Vice-President of the 
National City Bank of New York, 
and chairman of the committee, 
stated that the consensus was that 
regular and prompt publication in 
consolidated form of the information 
now being furnished by the Govern- 
mental agencies represented at the 
session was the essence of the prob- 
lem, rather than more data. 

Mr. Ward reported that represen- 
tatives of the International Monetary 
Fund indicated that expansion of the 
reports issued in their monthly pub- 
lication, International Financial Sta- 
tistics, may be anticipated in the near 
future. The Federal Reserve Bank 
of New York indicated that sugges- 
tions concerning the extension of the 
bank’s current reports to include 
other markets would receive their 
consideration. 


R. WARD also reported that 

the International Economic 
Division of the Department of Com- 
merce had been asked to explore the 
possibilities of securing data on un- 
filled export orders, and that the 
Committee had been assured of co- 
operation in this regard. In this 
connection, Mr. Ward suggested that 
the exporters should realize that the 
burden of compiling this information 
would fall initially on them, and that 
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they should take into consideration 
whether the value of the information 
which the Department of Commerce 
would compile and distribute was 
such as to justify the additicnal labor 
thrown on them as well as on the 
Department. He also emphasized 
the fine spirit of helpfulness evi- 
denced by all the Governmental 
Agencies represented, and stated 
that real progress toward securing 
the desired information on interna- 


tional payments had been made and 
would, he believed, develop further 
in future meetings of the group. 

The International Payments Com- 
mittee, besides Wilbert Ward, in- 
cludes A. N. Gentes, Vice-President, 
Guaranty Trust Company of New 
York; Philip J. Gray, Manager, 
Foreign Credit Interchange Bureay 
of the National Association of Credit 
Men; F. B. McKechnie, Head, Re- 
search and Statistics Division, Pepsi- 
Cola Company, and George E. Quis- 
enberry, Vice-President, McGraw- 
Hill International Corporation. 


FINANCIAL STATEMENTS 
in the management audit 


(Continued from page 18) 


One word of caution! I do not 
hold the view that an industry aver- 
age as revealed by an historical ratio 
study possesses any virtue simply 
because it is an average. What mat- 
ters is the variation from the aver- 
age itself. All that the records can 
give us is one of the tools of ap- 
praisal. It takes a trained mind to 
employ such tools. Not the figures, 
but the interpretation of the figures 
is the problem. 


HE management audits conducted 

by the American Institute of Man- 
agement of which I have the honor 
to be President have covered more 
than 2,000 corporate enterprises. Out 
of these 2,000 corporations, we have 
been able so far to discover no more 
than 232 corporate managements we 
can grade as excellent. Conceded 
that our standards are a trifle rigid, 
nonetheless it remains a fact that 
only one out of ten corporate mana- 
gements meets our basic require- 
ments of good managed companies. 
It follows, that nine out of ten cor- 
porate managements must be graded 
on progressively lower scales. Those 
not meeting our top requirements 
are graded as satisfactory, fairly 
satisfactory, unsatisfactory, grossly 
unsatisfactory. 

For it to be possible for us to say 
that only one out of ten companies 
is possessed of really good manage- 
ment is none too happy a com- 
mentary upon the most important 
economic institution of our time. 
Realising this, I am frankly some- 
what afraid of what might happen 


in the United States over the next 
few years unless the general quality 
of management is vastly improved. 

In order to improve management 
it is not necessary for outsiders to 
intrude themselves into a manage- 
ment picture and to tell the manage- 
ment how to reorganize themselves. 
That is quite the wrong way to go 
about it. What is important is that 
indifferent management should grow 
to appreciate the form, spirit and 
methods that enable the best man- 
aged companies in the land to flour- 
ish as wonderfully as they do. 

To assist towards this end and to 
help the problem of management 
audits, the American Institute of 
Management has prepared a basic 
questionnaire consisting of 301 ques- 
tions which cover ten separate ex- 
ploratory fields of business organi- 
zation. 

These are as follows: 
1. The economic function of a 
corporation. 
. The corporate structure. 
. The health of earnings 
growth. 
. Fairness to stockholders. 
. Fiscal policies. 
. Research development. 
. Director’s analysis. 
. Production efficiency. 
. Sales vigor. 

10. Executive evaluation. 

These questions are devised to in- 
dicate a management’s familiarity 
with its own problems. The ques- 
tionnaire is available upon request ‘0 
any corporation or executive who 
cares to procure it. 
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